An act relating to the administration, quality, and efficiency of health care, health and human services, and health benefits programs in this state; creating an offense; providing penalties. by Texas. Legislature. Senate.
Chapter 7 S. B. No.7 
1 AN ACT 
2 ~elating to the administration, quality, and efficiency of health 
3 care, health and human services, and health benefits programs in 
4 this state; creating an offense; providing penalties. 
5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS: 
6 ARTICLE 1. ADMINISTRATION OF AND EFFICIENCY, COST-SAVING, AND 
7 FRAUD PREVENTION MEASURES FOR CERTAIN HEALTH AND HUMAN SERVICES AND 
8 HEALTH BENEFITS PROGRAMS 
9 SECTION L 01. (a) Subchapter B, Chapter 531, Government 
10 Code, is amended by adding Sections 531.02417, 531.024171, and 
11 531. 024172 to read as follows: 
12 Sec. 531.02417. MEDICAID NURSING SERVICES ASSESSMENTS. 
13 (a) In this section, "acute nursing services" means home health 
14 skilled nursing services, home health aide services, and private 
15 duty nursing services. 
16 (b) If cost-effective, the commission shall develop an 
17 obj ective assessment process for use in assessing a Medicaid 
18 recipient's needs for acute nursing services. If the commission 
19 develops an objective assessment process under this section, the 
20 commission shall require that: 
21 
22 
(1) the assessment be conducted: 
(A) by a state employee or contractor who is a 
23 registered nurse who is licensed to practice in this state and who 
24 is not the person who will deliver any necessary services to the 
1 
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1 recipient and is not affiliated with the person who will deliver 
2 those services; and 
3 (B) in a timely manner so as to protect the health 
4 and safety of the recipient by avoiding unnecessary delays in 
5 service delivery; and 
6 
7 
(2) the process include: 
(A) an assessment of specified criteria and 
8 documentation of the assessment results on a standard form; 
9 (B) an assessment of whether the recipient should 
10 be referred for additional assessments regarding the recipient's 
11 needs for therapy services, as defined by Section 531. 024171, 
12 attendant care services, and durable medical eguipment; and 
13 (C) completion by the person conducting the 
14 assessment of any documents related to obtaining prior 
15 authorization for necessary nursing services. 
16 (c) If the commission develops the objective assessment 
17 process under Subsection (b), the commission shall: 
18 (1) implement the process within the Medicaid 
19 fee-for-service model and the primary care case management Medicaid 
20 managed care model; and 
21 (2) take necessary actions, including modifying 
22 contracts with managed care organizations under Chapter 533 to the 
23 extent allowed by law, to implement the process within the STAR and 
24 STAR + PLUS Medicaid managed care programs. 
25 (d) Unless the commission determines that the assessment is 
26 feasible and beneficial, an assessment under Subsection (b)(2)(B) 




1 services shall be waived if the recipient's need for therapy 
2 services has been established by a recommendation from a therapist 
3 providing care prior to discharge of the recipient from a licensed 
4 hospital or nursing home. The assessment may not be waived if the 
5 recommendation is made by a therapist who will deliver any services 
6 to the recipient or is affiliated with a person who will deliver 
7 those services when the recipient is discharged from the licensed 
8 hospital or nursing home. 
9 (e) The executive commissioner shall adopt rules providing 
10 for a process by which a provider of acute nursing services who 
11 disagrees with the results of the assessment conducted under 
12 Subsection (b) may request and obtain a review of those results. 
13 Sec. 531.024171. THERAPY SERVICES ASSESSMENTS. (a) In 
14 this section, "therapy services" includes occupational, physical, 
15 and speech therapy services. 
16 (b) After implementing the objective assessment process for 
17 acute nursing services in accordance with Section 531.02417, the 
18 commission shall consider whether implementing age- and 
19 diagnosis-appropriate objective assessment processes for assessing 
20 the needs of a Medicaid recipient for therapy services would be 
21 feasible and beneficial. 
22 (c) If the commission determines that implementing age- and 
23 diagnosis-appropriate processes with respect to one or more types 
24 of therapy services is feasible and would be beneficial, the 
25 commission may implement the processes within: 
26 
27 
(1) the Medicaid fee-for-service model; 
(2) the primary care case management Medicaid managed 
3 
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1 care modell and 
2 (3) the STAR and STAR + PLUS Medicaid managed care 
3 programs. 
4 (d) An objective assessment process implemented under this 
5 section must include a process that allows a provider of therapy 
6 services to request and obtain a review of the results of an 
7 assessment conducted as provided by this section that is comparable 
8 to the process implemented under rules adopted under Section 
9 531.02417(e). 
10 Sec. 531.024172. ELECTRONIC VISIT VERIFICATION SYSTEM. 
11 (a) In this section, "acute nursing services" has the meaning 
12 assigned by Section 531. 02417. 
13 (b) If it is cost-effective and feasible, the commission 
14 shall implement an electronic visit verification system to 
15 electronically verify and document, through a telephone or 
16 computer-based system, basic information relating to the. delivery 
17 of Medicaid acute nursing services, including: 
(1) the provider's name; 
(2) the recipient's name 1 and 
18 
19 
20 (3) the date and time the provider begins and ends each 
21 service delivery visit. 
22 (b) Not later than September 1, 2012, the Health and Human 
23 Services Commission shall implement the electronic visit 
24 verification system required by Section 531.024172, Government 
25 Code, as added by this section, if the commission determines that 
26 implementation of that system is cost-effective and feasible. 
27 SECTION 1.02. (a) Subsection (e) , Section 533.0025, 
4 
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1 Government Code, is amended to read as follows: 
2 (el The commission shall determine the most cost-effective 
3 alignment of managed care service delivery areas. The commissioner 
4 may consider the number of lives impacted, the usual source of 
5 health care services for residents in an area, and other factors 
6 that impact the delivery of health care services in the area 
8 meaieal assistaaee Y8iR~ a Real1::a RlaiR~eRaRee eI~aRiBa~ieR is 
9 CameIeR CSliRty, lJiEial~9 GaliR1:y, 9r Maverie]{ Gel:1Rt~i]. 
10 (bl Subchapter A, Chapter 533, Government Code, is amended 
11 by adding Sections 533.0027, 533.0028, and 533.0029 to read as 
12 follows: 
13 Sec. 533.0027. PROCEDURES TO ENSURE CERTAIN RECIPIENTS ARE 
14 ENROLLED IN SAME MANAGED CARE PLAN. The commission shall ensure 
15 that all recipients who are children and who reside in the same 
16 household may, at the family's election, be enrolled in the same 
17 managed care plan. 
18 Sec. 533.0028. EVALUATION OF CERTAIN STAR + PLUS MEDICAID 
19 MANAGED CARE PROGRAM SERVICES. The external quality review 
20 organization shall periodically conduct studies and surveys to 
21 assess the quality of care and satisfaction with health care 
22 services provided to enrollees in the STAR + PLUS Medicaid managed 
23 care program who are eligible to receive health care benefits under 
24 both the Medicaid and Medicare programs. 
25 Sec. 533.0029. PROMOTION AND PRINCIPLES OF 
26 PATIENT-CENTERED MEDICAL HOMES FOR RECIPIENTS. (al For purposes 
27 of this section, a "patient-centered medical home" means a medical 
. ..... 
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1 relationship: 
2 (1) between a primary care physician and a child or 
3 adult patient in which the physician: 
4 (A) provides comprehensive primary care to the 
5 patient; and 
6 (B) facilitates partnerships between the 
7 physician, the patient, acute care and other care providers, and, 
8 when appropriate, the patient's family; and 
9 (2) that encompasses the following primary 
10 principles: 
11 (A) the patient has an ongoing relationship with 
12 the physician, who is trained to be the first contact for the 
13 patient and to provide continuous and comprehensive care to the 
14 patient; 
15 (B) the physician leads a team of individuals at 
16 the practice level who are collectively responsible for the ongoing 
17 care of the patient; 
18 (e) the physician is responsible for providing 
19 all of the care the patient needs or for coordinating with other 
20 qualified providers to provide care to the patient throughout the 
21 patient's life, including preventive care, acute care, chronic 
22 care, and end-of-life care; 
23 (D) the patient's care is coordinated across 
24 health care facilities and the patient's community and is 
25 facilitated by registries, information technology, and health 
26 information exchange systems to ensure that the patient receives 
27 care when and where the patient wants and needs the care and in a 
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1 culturally and linguistically appropr iate manner; and 
2 
3 
(E) quality and safe care is provided. 
(b) The commission shall, to the extent possible, work to 
4 ensure that managed care organizations: 
5 (1) promote the development of patient-centered 
6 medical homes for recipients; and 
7 (2) provide payment incentives for providers that meet 
8 the requirements of a patient-centered medical home. 
9 (c) Section 533.003, Government Code, is amended to read as 
10 follows: 
11 Sec. 533.003. CONSIDERATIONS IN AWARDING C'ONTRACTS . 
12 (a) In awarding contracts to managed care organizations, the 
13 commission shall: 
14 (1) give preference to organizations that have 
15 significant participation in the organization's provider network 
16 from each health care provider in the region who has traditionally 
17 provided care to Medicaid and charity care patients; 
18 (2) give extra consideration to organizations that 
19 agree to assure continuity of care for at least three months beyond 
20 the per iod of Medicaid eligibility for recipients; 
21 (3) consider the need to use different managed care 
22 plans to meet the needs of different populations; [aM] 
23 (4) consider the ability of organizations to process 
24 Medicaid claims electronically; and 
25 (5) in the initial implementation of managed care in 
26 the South Texas service region, give extra consideration to an 




1 (A) is locally owned, managed, and operated, if 
2 one exists; or 
3 (B) is in compliance with the requirements of 
4 Section 533.004. 
5 (b) The commission, in considering approval of a 
6 subcontract between a managed care organization and a pharmacy 
7 benefit manager for the provision of prescription drug benefits 
8 under the Medicaid program, shall review and consider whether the 
9 pharmacy benefit manager has been in the preceding three years: 
10 (1) convicted of an offense involving a material 
11 misrepresentation or an act of fraud or of another violation of 
12 state or federal criminal law; 
13 (2) adjudicated to have committed a breach of 
14 contract; or 
15 (3) assessed a penalty or fine in the amount of 
16 $500,000 or more in a state or federal administrative proceeding. 
17 (d) Section 533.005, Government Code, is amended by 
18 amending Subsection (a) and adding Subsection (a-I) to read as 
19 follows: 
20 (a) A contract between a managed care organization and the 
21 commission for the organization to provide health care services to 
22 recipients must contain: 
23 (1) procedures to ensure accountability to the state 
24 for the provision of health care services, including procedures for 
25 financial reporting, quality assurance, utilization review, and 
26 assurance of contract and subcontract compliance; 
27 (2) capitation rates that ensure the cost-effective 
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1 provision of quality health care; 
2 (3) a requirement that the managed care organization 
3 provide ready access to a person who assists recipients in 
4 resolving issues relating to enrollment, plan administration, 
5 education and training, access to services, and grievance 
6 procedures; 
7 (4) a requirement that the managed care organization 
8 provide ready access to a person who assists providers in resolving 
9 issues relating to payment, plan administration, education and 
10 training, and grievance procedures; 
11 (5) a requirement that the managed care organization 
12 provide information and referral about the availability of 
13 educational, social, and other community services that could 
14 benefit a recipient; 
15 (6) procedures for recipient outreach and education; 
16 (7) a requirement that the managed care organization 
17 make payment to a physician or provider for health care services 
18 rendered to a recipient under a managed care plan not later than the 
19 45th day after the date a claim for payment is received with 
20 documentation reasonably necessary for the managed care 
21 organization to process the claim, or within a period, not to exceed 
22 60 days, specified by a written agreement between the physician or 
23 provider and the managed care organization; 
24 (8) a requirement that the commission, on the date of a 
25 recipient's enrollment in a managed care plan issued by the managed 
26 care organization, inform the organization of the recipient's 




1 (9) a requirement that the managed care organization 
2 comply with Section 533.006 as a condition of contract retention 
3 and renewal; 
4 (10) a requirement that the managed care organization 
5 provide the information required by Section 533.012 and otherwise 
6 comply and cooperate with the commission's office of inspector 
7 general and the office of the attorney general; 
8 (11) a requirement that the managed care 
9 organization's usages of out-of-network providers or groups of 
10 out-of-network providers may not exceed limits for those usages 
11 relating to total inpatient admissions, total outpatient services, 
12 and emergency room admissions determined by the commission; 
13 ( 12) if the commission finds that a managed car e 
14 organization has violated Subdivision (11), a requirement that the 
15 managed care organization reimburse an out-of-network provider for 
16 health care services at a rate that is equal to the allowable rate 
17 for those services, as determined under Sections 32.028 and 
18 32.0281, Human Resources Code; 
19 (13) a requirement that the organization use advanced 
20 practice nurses in addition to physicians as primary care providers 
21 to increase the availability of primary care providers in the 
22 organization's provider network; 
23 (14) a requirement that the managed care organization 
24 reimburse a federally qualified health center or rural health 
25 clinic for health care services provided to a recipient outside of 
26 regular business hours, including on a weekend day or holiday, at a 
27 rate that is equal to the allowable rate for those services as 
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1 determined under Section 32.028, Human Resources Code, if the 
2 recipient does not have a referral from the recipient's primary 
3 care physician; [afK1.) 
4 (15) a requirement that the managed care organization 
5 develop, implement, and maintain a system for tracking and 
6 resolving all provider appeals related to claims payment, including 
7 a process that will require: 
8 (A) a tracking mechanism to document the status 
9 and final disposition of each provider's claims payment appeal; 
10 (B) the contracting with physicians who are not 
11 network providers and who are of the same or related specialty as 
12 the appealing physician to resolve claims disputes related to 
13 denial on the basis of medical necessity that remain unresolved 
14 subsequent to a provider appeal; and 
15 (C) the determination of the physician resolving 
16 the dispute to be binding on the managed care organization and 
17 providerl. 
18 (16) a requirement that a medical director who is 
19 authorized to make medical necessity determinations is available to 
20 the region where the managed care organization provides health care 
21 services; 
22 (17) a requirement that the managed care organization 
23 ensure that a medical director and patient care coordinators and 
24 provider and recipient support services personnel are located in 
25 the South Texas service region, if the managed care organization 
26 provides a managed care plan in that region; 
27 (18) a requirement that the managed care organization 
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1 provide special programs and materials for recipients with limited 
2 English proficiency or low literacy skills; 
3 (19) a requirement that the managed care organization 
4 develop and establish a process for responding to provider appeals 
5 in the region where the organization provides health care services; 
6 (20) a requirement that the managed care organization 
7 develop and submit to the commission, before the organization 
8 begins to provide health care services to recipients, a 
9 comprehensive plan that describes how the organization's provider 







(A) preventive care; 
(B) primary care; 
(C) specia1t:z;:: care; 
(D) after-hours urgent care; and 
(E) chronic care; 
(21) a requirement that the managed care organization 
17 demonstrate to the commission, before the organization begins to 
18 provide health care services to recipients, that: 
19 (A) the organization's provider network has the 
20 capacit:z;:: to serve the number of recipients expected to enroll in a 
21 managed care plan offered b:z;:: the organization; 
22 (B) the organization's provider network 
23 includes: 
24 (i) a sufficient number of pr imar:z;:: care 
25 providers; 
26 (ii) a sufficient variety of provider 




1 (iii) providers located throughout the 
2 region where the organization will provide health care services; 
3 and 
4 (C) health care services will be accessible to 
5 recipients through the organization's provider network to a 
6 comparable extent that health care services would be available to 
7 recipients under a fee-for-service or primary care case management 
8 model of Medicaid managed care; 
9 (22) a requirement that the managed care organization 
10 develop a. monitoring program for measuring the quality of the 
11 health care services provided by the organiza.tion's provider 
12 network that: 
13 (A) incorporates the National Committee for 
14 Quality Assurance's Healthcare Effectiveness Data and Information 
15 Set (HEDrS) measures; 
16 
17 
(B) focuses on measuring outcomes; and 
(C) includes the collection and analysis of 
18 clinical data relating to prenatal care, preventive care, mental 
19 health care, and the treatment of acute and chronic health 
20 conditions and substance abuse i 
21 (23) subject to Subsection (a-1), a requirement that 
22 the managed care organization develop, implement, and maintain an 
23 outpatient pharmacy benefit plan for its enrolled recipients: 
24 (A) that exclusively employs the vendor drug 
25 program formulary and preserves the state's ability to reduce 
26 waste, fraud, and abuse under the Medicaid program; 
27 (B) that adheres to the applicable preferred drug 
• • 
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1 list adopted by the commission under Section 531. 072; 
2 (C) that includes the prior authorization 
3 procedures and requirements prescr ibed by or implemented under 
4 Sections 531.073(b), (c), and (g) for the vendor drUg program; 
5 (0) for purposes of which the managed care 
6 organization: 
7 (i) may not negotiate or collect rebates 
8 associated with pharmacy products on the vendor drug program 
9 formulary; and 
10 (ii) may not receive drug rebate or pricing 
11 information that is confidential under Section 531.071; 
12 (E) that complies with the prohibition under 
13 Section 531.089; 
14 (F) under which the managed care organization may 
15 not prohibit, limit, or interfere with a recipient's selection of a 
16 pharmacy or pharmacist of the recipient's choice for the provision 
17 of pharmaceutical services under the plan through the imposition of 
18 different copayments; 
19 (G) that allows the managed care organization or 
20 any subcontracted pharmacy benefit manager to contract with a 
21 pharmacist or pharmacy providers separately for specialty pharmacy 
22 services, except that: 
23 (i) the managed care organization and 
24 pharmacy benefit manager are prohibited from allowing exclusive 
25 contracts with a specialty pharmacy owned wholly or partly by the 
26 pharmacy benefit manager responsible for the administration of the 




1 (ii) the managed care organization and 
2 pharmacy benefit manager must adopt policies and procedures for 
3 reclassifying prescription drugs from retail to specialty drugs, 
4 and those policies and procedures must be consistent with rules 
5 adopted by the executive commissioner and include notice to network 
6 pharmacy providers from the managed care organization; 
7 (H) under which the managed care organization may 
8 not prevent a pharmacy or pharmacist from participating as a 
9 provider if the pharmacy or pharmacist agrees to comply with the 
10 financial terms and conditions of the contract as well as other 
11 reasonable administrative and professional terms and conditions of 
12 the contract; 
13 (I) under which the managed care organization may 
14 include mail-order pharmacies in its networks, but may not require 
15 enrolled recipients to use those pharmacies, and may not charge an 
16 enrolled recipient who opts to use this service a fee, including 
17 postage and handling fees; and 
18 (J) under which the managed care organization or 
19 pharmacy benefit manager, as applicable, must pay claims in 
20 accordance with Section 843.339, Insurance Code; and 
21 (24) a requirement that the managed care organization 
22 and any entity with which the managed care organization contracts 
23 for the performance of services under a managed care plan disclose, 
24 at no. cost, to the commission and, on request, the office of the 
25 attorney general all discounts, incentives, rebates, fees, free 
26 goods, bundling arrangements, and other agreements affecting the 
27 net cost of goods or services provided under the plan. 
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1 (a-I) The requirements imposed by Subsections (a)(23)(A), 
2 (B), and (C) do not apply, and may not be enforced, on and after 
3 August 31, 2013. 
4 (e) Subchapter A, Chapter 533, Government Code, is amended 
5 by adding Section 533.0066 to read as follows: 
6 Sec. 533.0066. PROVIDER INCENTIVES. The commission shall, 
7 to the extent possible, work to ensure that managed care 
8 organizations provide payment incentives to health care providers 
9 in the organizations' networks whose performance in promoting 
10 recipients' use of preventive services exceeds minimum established 
11 standards. 
12 (f) Section 533.0071, Government Code, is amended to read as 
13 follows: 
14 Sec. 533.0071. ADMINISTRATION OF CONTRACTS. The commission 
15 shall make every effort to improve the administration of contracts 
16 with managed care organizations. To improve the administration of 
17 these contracts, the commission shall: 
18 (1) ensure that the commission has appropriate 
19 expertise and qualified staff to effectively manage contracts with 
20 managed care organizations under the Medicaid managed care program; 
21 (2) evaluate options for Medicaid payment recovery 
22 from managed care organizations if the enrollee dies or is 
23 incarcerated or if an enrollee is enrolled in more than one state 
24 program or is covered by another liable third party insurer; 
25 (3) maximize Medicaid payment recovery options by 
26 contracting with private vendors to assist in the recovery of 
27 capitation payments, payments from other liable third parties, and 
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1 other payments made to managed care organizations with reSpect to 
2 enrollees who leave the managed care program; 
3 (4) decrease the administrative burdens of managed 
4 care for the state, the managed care organizations, and the 
5 providers under managed care networks to the extent that those 
6 changes are compatible with state law and existing Medicaid managed 
7 care contracts, including decreasing those burdens by: 
8 (A) where possible, decreasing the duplication 
9 of administrative reporting requirements for the managed care 
10 organizations, such as requirements for the submission of encounter 
11 data, quality reports, historically underutilized business 
12 reports, and claims payment summary reports; 
13 (B) allowing managed care organizations to 
14 provide updated address information directly to the commission for 
15 correction in the state system; 
16 (e) promoting consistency and uniformity among 
17 managed care organization policies, including policies relating to 
18 the preauthorization process, lengths of hospital stays, filing 
19 deadlines, levels of care, and case management services; [aREl] 
20 (D) reviewing the appropriateness of primary 
21 care case management requirements in the admission and clinical 
22 criteria process, such as requirements relating to including a 
23 separate cover sheet for all communications, submitting 
24 handwritten communications instead of electronic or typed review 
25 processes, and admitting patients listed on separate 
26 notifications; and 




1 providers in any managed care organization's provider network may 
2 submit claims; and 
3 (5) reserve the right to amend the managed care 
4 organization's process for resolving provider appeals of denials 
5 based on medical necessity to include an independent review process 
6 established by the commission for final determination of these 
7 disputes. 
8 (g) Subchapter A, Chapter 533, Government Code, is amended 
9 by adding Section 533.0073 to read as follows: 
10 Sec. 533.0073. MEDICAL DIRECTOR QUALIFICATIONS. A person 
11 who serves as a medical director for a managed care plan must be a 
12 physician licensed to practice medicine in this state under 
13 Subtitle B, Title 3, Occupations Code. 
14 (hl Subsections (a) and (cl, Section 533.0076, Government 
15 Code, are amended to read as follows: 
16 (al Except as provided by Subsections (bl and (cl, and to 
17 the extent permitted by federal law, [tAe selRlllissieR lIIay jlreAisit] 
18 a recipient enrolled [frelll aiseRrelliR!] in a managed care plan 
19 under this chapter may not disenroll from that plan and enroll 
20 [eRrelliR!] in another managed care plan during the l2-month period 
21 after the date the recipient initially enrolls in a plan. 
22 (cl The commission shall allow a recipient who is enrolled 
23 in a managed care plan under this chapter to disenroll from [4A] 
24 that plan and enroll in another managed care plan: 
25 i!l at any time for cause in accordance with federal 
26 law; and 




1 Subsections (a) and (b). 
2 (i) Subsections (a), (b), (c), and (e), Section 533.012, 
3 Government Code, are amended to read as follows: 
4 (a) Each managed care organization contracting with the 
5 commission under this chapter shall submit the following, at no 
6 cost, to the commission and, on request, the office of the attorney 
7 general: 
8 (1) a description of any financial or other business 
9 relationship between the organization and any subcontractor 
10 providing health care services under the contract; 
11 (2) a copy of each type of contract between the 
12 organization and a subcontractor relating to the delivery of or 
13 payment for health care services; 
14 (3) a description of the fraud control program used by 
15 any subcontractor that delivers health care services; and 
16 (4) a descr iption and breakdown of all funds paid to 2!. 
17 ~ the managed care organization, including a health maintenance 
18 organization, primary care case management provider, pharmacy 
19 benefit manager, and [aal exclusive provider organization, 
20 necessary for the commission to determine the actual cost of 
21 administering the managed care plan. 
22 (b) The information submitted under this section must be 
23 submitted in the form required by the commission or the office of 
24 the attorney general, as applicable, and be updated as required by 
25 the commission or the office of the attorney general, as 
26 applicable. 
27 (c) The commission's office of investigations and 
........ 
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1 enforcement or the office of the attorney general, as applicable, 
2 shall review the information submitted under this section as 
3 appropriate in the investigation of fraud in the Medicaid managed 
4 care program. 
5 (e) Information submitted to the commission or the office of 
6 the attorney general, as applicable, under Subsection (a) (1) is 
7 confidential and not subject to disclosure under Chapter 552, 
8 Government Code. 
9 (j) The heading to Section 32.046, Human Resources Code, is 
10 amended to read as follows: 
11 Sec. 32.046. [VENQQIl. QIl.QS PIl.QSR."J4,] SANCTIONS AND PENALTIES 
12 RELATED '1'0 THE PROVISION OF PHARMACY PRODUCTS. 
13 (k) Subsection (a), Section 32.046, Human Resources Code, 
14 is amended to read as follows: 
15 (al The executive commissioner of the Health and Human 
16 Services Commission [ee~artmeRtl shall adopt rules governing 
17 sanctions and penalties that apply to a provider who participates 
18 in the vendor drug program or is enrolled as a network pharmacy 
19 provider of a managed care organization contracting with the 
20 commission under Chapter 533, Government Code, or its subcontractor 
21 and who submits an improper claim for reimbursement under the 
22 program. 
23 (ll Subsection (d), Section 533.012, Government Code, is 
24 repealed. 
25 (m) Not later than December 1, 2013, the Health and Human 
26 Services Commission shall submit a report to the legislature 
27 regarding the commission's work to ensure that Medicaid managed 
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1 care organizations promote the development of patient-centered 
2 medical homes for recipients of medical assistance as required 
3 under Section 533.0029, Government Code, as added by this section. 
4 (n) The Health and Human Services Commission shall, in a 
5 contract between the commission and a managed care organization 
6 under Chapter 533, Government Code, that is entered into or renewed 
7 on or after the effective date of this Act, include the provisions 
8 required by Subsection (a), Section 533.005, Government Code, as 
9 amended by this section. 
10 (0) Section 533.0073, Government Code, as added by this 
11 section, applies only to a person hired or otherwise retained as the 
12 medical director of a Medicaid managed care plan on or after the 
13 effective date of this Act. A person hired or otherwise retained 
14 before the effective date of this Act is governed by the law in 
15 effect immediately before the effective date of this Act, and that 
16 law is continued in effect for that purpose. 
17 (p) Subsections (a) and (c), Section 533.0076, Government 
18 Code, as amended by this section, apply only to a request for 
19 disenrollment from a Medicaid managed care plan under Chapter 533, 
20 Government Code, made by a recipient on or after the effective date 
21 of this Act. A request made by a recipient before that date is 
22 governed by the law in effect on the date the request was made, and 
23 the former law is continued in effect for that purpose. 
24 SECTION 1.03. (a) Section 62.101, Health and Safety Code, 
25 is amended by adding Subsection (a-I) to read as follows: 
26 (a-I) A child who is the dependent of an employee of an 
27 agency of this state and who meets the requirements of Subsection 
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1 (a) may be eligible for health benefits coverage in accordance with 
2 42 U.S.C. Section 1397;; (b) (6) and any other applicable law or 
3 regulations. 
4 (b) Sections 1551.159 and 1551. 312, Insurance Code, are 
5 repealed. 
6 (c) The State Kids Insurance Program operated by the 
7 Employees Retirement System of Texas is abolished on the effective 
8 date of this Act. The Health and Human Services Commission shall: 
9 (1) establish a process in cooperation with the 
10 Employees Retirement System of Texas to facilitate the enrollment 
11 of eligible children in the child health plan program established 
12 under Chapter 62, Health and Safety Code, on or before the date 
13 those children are scheduled to stop receiving dependent child 
14 coverage under the State Kids Insurance Program; and 
15 (2) modify any applicable administrative procedures 
16 to ensure that children described by this subsection maintain 
17 continuous health benefits coverage while transitioning from 
18 enrollment in the State Kids Insurance Program to enrollment in the 
19 child health plan program. 
20 SECTION 1.04. (a) Subchapter B, Chapter 31, Human 
21 Resources Code, is amended by adding Section 31.0326 to read as 
22 follows: 
23 Sec. 31.0326. VERIFICATION OF IDENTITY AND PREVENTION OF 
24 DUPLICATE PARTICIPATION. The Health and Human Services Commission 
25 shall use appropr iate technology to: 
26 (1) confirm the identity of applicants for benefits 
27 under the financial assistance program; and 
• 
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1 (2) prevent duplicate participation in the program by 
2 a person. 
3 (b) Chapter 33, Human Resources Code, is amended by adding 
4 Section 33.0231 to read as follows: 
5 Sec. 33.0231. VERIFICATION OF IDENTITY AND PREVENTION OF 
6 DUPLICATE PARTICIPATION IN SNAP. The department shall use 
7 appropr iate technology to: 
8 (1) confirm the identity of applicants for benefits 
9 under the supplemental nutr ition assistance program; and 
10 (2) prevent duplicate participation in the program by 
11 a person. 
12 (c) Section 531.109, Government Code, is amended by adding 
13 Subsection (d) to read as follows: 
14 (d) Absent an allegation of fraud, waste, or abuse, the 
15 commission may conduct an annual review of claims under this 
16 section only after the commission has completed the prior year's 
17 annual review of claims. 
18 (d) If H.B. No. 710, Acts of the 82nd Legislature, Regular 
19 Session, 2011, does not become law, Section 31.0325, Human 
20 Resources Code, is repealed. 
21 (e) If H.B. No. 710, Acts of the 82nd Legislature, Regular 
22 Session, 2011, becomes law, Section 31.0326, Human Resources Code, 
23 as added by this section, has no effect. 
24 (f) If H.B. No. 710, Acts of the 82nd Legislature, Regular 
25 Session, 2011, becomes law, Section 33.0231, Human Resources Code, 
26 as added by that Act, is repealed. 
27 SECTION 1.05. (a) Section 242.033, Health and Safety Code, 
.-
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1 is amended by amending Subsection (d) and adding Subsection (g) to 
2 read as follows: 
3 (d) Except as provided by Subsection (f), a license is 
4 renewable every three [4>w&] years after: 
5 (1) an inspection, unless an inspection is not 
6 required as provided by Section 242.0471 
7 
8 
(2) payment of the license fee 1 and 
(3) department approval of the report filed every 
9 three [4>w&] years by the licensee. 
10 (9) The executive commissioner by rule shall adopt a system 
11 under which an appropriate number of licenses issued by the 
12 department under this chapter expire on staggered dates occurring 
13 in each three-year period. If the expiration date of a license 
14 changes as a result of this subsection, the department shall 
15 prorate the licensing fee relating to that license as appropr iate. 
16 (b) Subsection (e-1), Section 242.159, Health and Safety 
17 Code, is amended to read as follows: 
18 (e-1) An institution is not required to comply with 
19 Subsections (a) and (e) until September 1, 2014 [;!Ql;!]. This 
20 subsection expires January 1, 2015 [~]. 
21 (c) Subtitle B, Title 4, Health and Safety Code, is amended 
22 by adding Chapter 260A to read as follows: 
23 CHAPTER 260A. REPORTS OF ABUSE, NEGLECT, AND EXPLOITATION OF 




Sec. 260A.001. DEFINITIONS. In this chapter: 
( 1) .. Abuse" means: 
(A) the negligent or wilful infliction of injury, 
• • 
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1 unreasonable confinement, intimidation, or cruel punishment with 
2 resulting physical or emotional harm or pain to a resident by the 
3 resident's caregiver, family member, or other individual who has an 
4 ongoing relationship with the resident; or 
5 (5) sexual abuse of a resident, including any 
6 involuntary or nonconsensual sexual conduct that would constitute 
7 an offense under Section 21.08, Penal Code (indecent exposure), or 
8 Chapter 22, Penal Code (assaultive offenses), committed by the 
9 resident's caregiver, family member, or other individual who has an 
10 ongoing relationship with the resident. 
11 (2) "Department" means the Department of Aging and 
12 Disability services. 
13 (3) "Executive commissioner" means the executive 
14 commissioner: of the Health and Human Services Commission. 
15 (4) "Exploitation" means the illegal or improper act 
16 or process of a caregiver, family member, or other individual who 
17 has an ongoing relationship with the resident using the resources 
18 of a resident for monetary or personal benefit, profit, or gain 
19 without the informed consent of the resident. 
20 
21 
(5) "Facility" means: 
(A) an institution as that term is defined by 
22 Section 242.002; and 
23 (5) an assisted living facility as that term is 
24 defined by Section 247.002. 
25 (6) "Neglect" means the failure to provide for one's 
26 self the goods or services, including medical services, which are 
27 necessary to avoid physical or emotional harm or pain or the failure 
• • 
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1 of a caregiver to provide such goods or services. 
2 (7) "Resident" means an individual, including a 
3 patient, who resides in a facility. 
4 Sec. 260A.002. REPORTING OF ABUSE, NEGLECT, AND 
5 EXPLOITATION. (a) A person, including an owner or employee of a 
6 facility, who has cause to believe that the physical or mental 
7 health or welfare of a resident has been or may be adversely 
8 affected by abuse, neglect, or exploitation caused by another 
9 person shall report the abuse, neglect, or exploitation in 
10 accordance with this chapter. 
11 (b) Each facility shall require each employee of the 
12 facility, as a condition of employment with the facility, to sign a 
13 statement that the employee realizes that the employee may be 
14 criminally liable for failure to report those abuses. 
15 (c) A person shall make an oral report immediately on 
16 learning of the abuse, neglect, or exploitation and shall make a 
17 written report to the department not later than the fifth day after 
18 the oral report is made. 
19 Sec. 260A.003. CONTENTS OF REPORT. (a) A report of abuse, 
20 neglect, or exploitation is nonaccusatory and reflects the 
21 reporting person's belief that a resident has been or will be 




(b) The report must contain: 
(1) the name and address of the resident; 
(2) the name and address of the person responsible for 
26 the care of the resident, if available; and 
27 (3) other relevant information. 
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1 (c) Except for an anonymous report under Section 260A.004, a 
2 report of abuse, neglect, or exploitation under Section 260A.002 
3 should also include the address or phone number of the person making 
4 the report so that an investigator can contact the person for any 
5 necessary additional information. The phone number, address, and 
6 name of the person making the report must be deleted from any coPY 
7 of any type of report that is released to the public, to the 
8 facility, or to an owner or agent of the facility. 
9 Sec. 260A. 004. ANONYMOUS REPORTS OF ABUSE, NEGLECT, OR 
10 EXPLOITATION. (a) An anonymous report of abuse, neglect, or 
11 exploitation, although not encouraged, shall be received and acted 
12 on in the same manner as an acknowledged report. 
13 (b) An anonymous report about a specific individual that 
14 accuses the individual of abuse, neglect, or exploitation need not 
15 be investigated. 
16 Sec. 260A.005. TELEPHONE HOTLINE; PROCESSING OF REPORTS. 
17 (a) The department shall operate the department's telephone 
18 hot line to: 
19 (1) receive reports of abuse, neglect, or 
20 exploitation; and 
(2) dispatch investigators. 21 
22 (b) A report of abuse, neglect, or exploitation shall be 
23 made to the department's telephone hotline or to a local or state 
24 law enforcement agency. A report made relating to abuse, neglect, 
25 or exploitation or another complaint described by Section 
26 260A.007(c)(1) shall be made to the department's telephone hotline 




1 (c) Except as provided by Section 260A. 017, a local or state 
2 law enforcement agency that receives a report of abuse, neglect, or 
3 exploitation shall refer the report to the department. 
4 Sec. 260A.006. NOTICE. (a) Each facility shall 
5 prominently and conspicuously post a sign for display in a public 
6 area of the facility that is readily available to residents, 
7 employees, and visitors. 
8 (b) The sign must include the statement: CASES OF SUSPECTED 
9 ABUSE, NEGLECT, OR EXPLOITATION SHALL BE REPORTED TO THE TEXAS 
10 DEPARTMENT OF AGING AND DISABILITY SERVICES BY CALLING (insert 
11 telephone hot line number) . 
12 (c) A facility shall provide the telephone hotline number to 
13 an immediate family member of a resident of the facility upon the 
14 resident's admission into the facility. 
15 Sec. 260A.007. INVESTIGATION AND REPORT OF DEPARTMENT. 
16 (a) The department shall make a thorough investigation after 
17 receiving an oral or written report of abuse, neglect, or 
18 exploitation under Section 260A.002 or another complaint alleging 
19 abuse, neglect, or exploitation. 
20 (b) The primary purpose of the investigation is the 
21 protection of the resident. 
22 
23 
(c) The department shall begin the investigation: 
(1) within 24 hours after receipt of the report or 
24 other allegation, if the report of abuse, neglect, exploitation, or 
25 other complaint alleges that: 
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1 (B) a resident has recent'lx died because of 
2 conduct alleged in the report of abuse, neglect, exploitation, or 
3 other complaint; 
4 (C) a resident has been hospitalized or been 
5 treated in an emergency room because of conduct alleged in the 
6 report of abuse, neglect, exploitation, or other complaint 1 
7 (0) a resident has been a victim of any act or 
8 attempted act described by Section 21.02, 21.11, 22.011, or 22.021, 
9 Penal Code; or 
10 (E) a resident has suffered bodily injury, as 
11 that term is defined by Section 1. 07, Penal Code, because of conduct 
12 alleged in the report of abuse, neglect, exploitation, or other 
13 complaintl or 
14 (2) before the end of the next working day after the 
15 date of receipt of the report of abuse, neglect, exploitation, or 
16 other complaint, if the report or complaint alleges the existence 
17 of circumstances that could result in abuse, neglect, or 
18 exploitation and that could place a resident'S health or safety in 
19 imminent danger. 
20 (d) The department shall adopt rules governing the conduct 
21 of investigations, including procedures to ensure that the 
22 complainant and the resident, the resident'S next of kin, and any 
23 person designated to receive information concerning the resident 
24 receive periodic information regarding the investigation. 
25 (e) In investigating the report of abuse, neglect, 
26 exploitation, or other complaint, the investigator for the 
27 department shall: 
1 
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(1) make an unannounced visit to the facility to 
2 determine the nature and cause of the alleged abuse, neglect, or 
3 exploitation of the resident; 
4 (2) interview each available witness, including the 
5 resident who suffered the alleged abuse, neglect, or exploitation 
6 if the resident is able to communicate or another resident or other 
7 witness identified by any source as having personal knowledge 
8 relevant to the report of abuse, neglect, exploitation, or other 
9 complaint; 
10 (3) personally inspect any physical circumstance that 
11 is relevant and material to the report of abuse, neglect, 
12 exploitation, or other complaint and that may be objectively 
13 observed; 
14 (4) make a photographic record of any iniury to a 
15 resident, subject to Subsection (n) i and 
16 (5) write an investigation report that includes: 
17 (A) the investigator's personal observations; 
18 (B) a review of relevant documents and records; 
19 (C) a summary of each witness statement, 
20 including the statement of the resident that suffered the alleged 
21 abuse, neglect, or exploitation and any other resident interviewed 
22 in the investigation; and 
23 (D) a statement of the factual basis for the 
24 findings for each incident or problem alleged in the report or other 
25 allegation. 
26 (f) An investigator for an investigating agency shall 
27 conduct an interview under Subsection (e)(2) in private unless the 
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1 witness expressly requests that the interview not be pr ivate. 
2 (g) Not later than the 30th day after the date the 
3 investigation is complete, the investigator shall prepare the 
4 written report required by Subsection (e). The department shall 
5 make the investigation report available to the public on request 
6 after the date the department's letter of determination is 
7 complete. The department shall delete from any copy made available 
8 to the public: 
9 
10 
(1) the name of: 
(A) any resident, unless the department receives 
11 written authorization from a resident or the resident's legal 
12 representative requesting the resident's name be left in the 
13 report; 
14 (B) the person making the report of abuse, 
15 neglect, exploitation, or other complaint; and 
16 (C) an individual interviewed in the 
17 investigation; and 
18 (2) photographs of any injury to the resident. 
19 
20 
(h) In the investigation, the department shall determine: 
(1) the nature, extent, and cause of the abuse, 
21 neglect, or exploitation; 
22 (2) the identity of the person responsible for the 
23 abuse, neglect, or exploitation; 
24 
25 
(3) the names and conditions of the other residents; 
(4) an evaluation of the persons responsible for the 
26 care of the residents; 





(6) any other information required by the department. 
(i) If the department attempts to carry out an on-site 
3 investigation and it is shown that admission to the facility or any 
4 place where the resident is located cannot be obtained, a probate or 
5 county court shall order the person responsible for the care of the 
6 resident or the person in charge of a place where the resident is 
7 located to allow entrance for the interview and investigation. 
8 (j) Before the completion of the investigation, the 
9 department shall file a petition for temporary care and protection 
10 of the resident if the department determines that immediate removal 
11 is necessary to protect the resident from further abuse, neglect, 
12 or exploitation. 
13 (k) The department shall make a complete final written 
14 report of the investigation and submit the report and its 
15 recommendations to the district attorney and, if a law enforcement 
16 agency has not investigated the report of abuse, neglect, 
17 exploitation, or other complaint, to the appropriate law 
18 enforcement agency. 
19 (1) Within 24 hours after receipt of a report of abuse, 
20 neglect, exploitation, or other complaint described by Subsection 
21 (c)(l), the department shall report the report or complaint to the 
22 law enforcement agency described by Section 260A.017(a). The 
23 department shall cooperate with that law enforcement agency in the 
24 investigation of the report or complaint as described by Section 
25 260A. 017. 
26 (m) The inability or unwillingness of a local law 




1 260A.017 does not constitute grounds to prevent or prohibit the 
2 department from performing its duties under this chapter. The 
3 department shall document any instance in which a law enforcement 
4 agency is unable or unwilling to conduct a joint investigation 
5 under Section 260A.017. 
6 (n) rf the department determines that, before a 
7 photographic record of an injury to a resident may be made under 




(1) shall seek to obtain any required consent; and 
(2) may not make the photographic record unless the 
12 consent is obtained. 
13 Sec. 260A.008. CONFIDENTIALITY. A report, record, or 
14 working paper used or developed in an investigation made under this 
15 chapter and the name, address, and phone number of any person making 
16 a report under this chapter are confidential and may be disclosed 
17 only for purposes consistent with rules adopted by the executive 
18 commissioner. The report, record, or working paper and the name, 
19 address, and phone number of the person making the report shall be 
20 disclosed to a law enforcement agency as necessary to permit the law 
21 enforcement agency to investigate a report of abuse, neglect, 
22 exploitation, or other complaint in accordance with Section 
23 260A.017. 
24 Sec. 260A.009. IMMUNITY. (a) A person who reports as 
25 provided by this chapter is immune from civil or cr iminal liability 




1 (bl The immunity provided by this section extends to 
2 participation in any judicial proceeding that results from the 
3 report. 
4 (cl This section does not apply to a person who reports in 
5 bad f ai th or with malice. 
6 Sec. 260A.010. PRIVILEGED COMMUNICATIONS. In a proceeding 
7 regarding the abuse, neglect, or exploitation of a resident or the 
8 cause of any abuse, neglect, or exploitation, evidence may not be 
9 excluded on the ground of privileged communication except in the 
10 case of a communication between an attorney and client. 
11 Sec. 260A.Oll. CENTRAL REGISTRY. (al The department shall 
12 maintain in the city of Austin a central registry of reported cases 
13 of resident abuse, neglect, or exploitation. 
14 (bl The executive commissioner may adopt rules necessary to 
15 carry out this section. 
16 (cl The rules shall provide for cooperation with hospitals 
17 and clinics in the exchange of reports of resident abuse, neglect, 
18 or exploitation. 
19 Sec. 260A.012. FAILURE TO REPORT; CRIMINAL PENALTY. (al A 
20 person commits an offense if the person has cause to believe that a 
21 resident's physical or mental health or welfare has been or may be 
22 further adversely affected by abuse, neglect, or exploitation and 
23 knowingly fails to report in accordance with Section 260A.002. 
24 
25 
(bl An offense under this section is a Class A misdemeanor. 
Sec. 260A.013. BAD FAITH, MALICIOUS, OR RECKLESS REPORTING; 
26 CRIMINAL PENALTY. (al A person commits an offense if the person 
27 reports under this chapter in bad faith, ma~iciously, or 
34 
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(b) An offense under this section is a Class A misdemeanor. 
(c) The criminal penalty provided by this section is in 
4 addition to any civil penalties for which the person may be liable. 
5 Sec. 260A. 014. RETALIATION AGAINST EMPLOYEES PROHIBITED. 
6 (a) In this section, "employee" means a person who is an employee 
7 of a facility or any other person who provides services for a 
8 facility for compensation, including a contract laborer for the 
9 facility. 
10 (b) An employee has a cause of action against a facility, or 
11 the owner or another employee of the facility, that suspends or 
12 terminates the employment of the person or otherwise disciplines or 
13 discriminates or retaliates against the employee for reporting to 
14 the employee's supervisor, an administrator of the facility, a 
15 state regulatory agency, or a law enforcement agency a violation of 
16 law, including a violation of Chapter 242 or 247 or a rule adopted 
17 under Chapter 242 or 247, or for initiating or cooperating in any 
18 investigation or proceeding of a governmental entity relating to 
19 care, services, or conditions at the facility. 
20 
21 
(c) The petitioner may recover: 
(1) the greater of $1,000 or actual damages, including 
22 damages for mental anguish even if an injury other than mental 
23 anguish is not shown, and damages for lost wages if the petitioner's 




(2) exemplary damages; 
(3) court costs; and 
(4) reasonable attorney's fees. 
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1 (d) In addition to the amounts that may be recovered under 
2 Subsection (c), a person whose emplOyment is suspended or 
3 terminated is entitled to appropriate injunctive relief, 
4 including, if applicable: 
5 
6 
(1) reinstatement in the person's former position; and 
(2) reinstatement of lost fringe benefits or seniority 
7 rights. 
8 (e) The petitioner, not later than the 90th day after the 
9 date on which the person's employment is suspended or terminated, 
10 must bring suit or notify the Texas Workforce Commission of the 
11 petitioner's intent to sue under this section. A petitioner who 
12 notifies the Texas Workforce Commission under this subsection must 
13 bring suit not later than the 90th day after the date of the 
14 delivery of the notice to the commission. On receipt of the notice, 
15 the commission shall notify the facility of the petitioner's intent 
16 to bring suit under this section. 
17 (f) The petitioner has the burden of proof, except that 
18 there is a rebuttable presumption that the person's employment was 
19 suspended or terminated for reporting abuse, neglect, or 
20 exploitation if the person is suspended or terminated within 60 
21 days after the date on which the person reported in good faith. 
22 (g) A suit under this section may be brought in the distr ict 





(1) the plaintiff resides; 
(2) the plaintiff was employed by the defendant; or 
(3) the defendant conducts business. 
(h) Each facility shall require each employee of the 
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1 facility, as a condition of employment with the facility, to sign a 
2 statement that the employee understands the employee's rights under 
3 this section. The statement must be part of the statement required 
4 under Section 260A.002. If a facility does not require an employee 
5 to read and sign the statement, the periods under Subsection (e) do 
6 not apply, and the petitioner must bring suit not later than the 
7 second anniversary of the date on which the person's employment is 
8 suspended or terminated. 
9 Sec. 260A.015. RETALIATION AGAINST VOLUNTEERS, RESIDENTS, 
10 OR FAMILY MEMBERS OR GUARDIANS OF RESIDENTS. (a) A facility may 
11 not retaliate or discriminate against a volunteer, resident, or 
12 family member or guardian of a resident because the volunteer, 
13 resident, resident's family member or guardian, or any other 
14 person: 
15 (1) makes a complaint or files a grievance concerning 
16 the facility; 
17 (2) reports a violation of law, including a violation 
18 of Chapter 242 or 247 or a rule adopted under Chapter 242 or 247; or 
19 (3) initiates or cooperates in an investigation or 
20 proceeding of a governmental entity relating to care, services, or 
21 conditions at the facility. 
22 (b) A volunteer, resident, or family member or guardian of a 
23 resident who is retaliated or discr iminated against in violation of 
24 Subsection (a) is entitled to sue for: 
25 
26 
(1) injunctive relief; 
(2) the greater of $1,000 or actual damages, including 
27 damages for mental anguish even if an injury other than mental 
...... ..... 
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(3) exemplary damages; 
(4) court costs; and 
(5) reasonable attorney's fees. 
(c) A volunteer, resident, or family member or guardian of a 
6 resident who seeks relief under this section must report the 
7 alleged violation not later than the l80th day after the date on 
8 which the alleged violation of this section occurred or was 
9 discovered by the volunteer, resident, or family member or guardian 
10 of the resident through reasonable diligence. 
11 (d) A suit under this section may be brought in the distr ict 
12 court of the county in which the facility is located or in a 
13 district court of Travis County. 
14 Sec. 260A.016. REPORTS RELATING TO DEATHS OF RESIDENTS OF 
15 AN INSTITUTION. (a) In this section, "institution" has the 
16 meaning assigned by Section 242.002. 
17 (b) An institution shall submit a report to the department 
18 concerning deaths of residents of the institution. The report must 
19 be submitted not later than the 10th day after the last day of each 
20 month in which a resident of the institution dies. The report must 
21 also include the death of a resident occurring within 24 hours after 
22 the resident is transferred from the institution to a hospital. 
23 (c) The institution must make the report on a form 
24 prescr ibed by the department. The report must contain the name and 
25 social security number of the deceased. 
26 (d) The department shall correlate reports under this 
27 section with death certificate information to develop data relating 
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1 to the: 
2 (1) name and age of the deceased; 
3 (2 ) official cause of death listed on the death 
4 certificate; 
5 (3) date, time, and place of death; and 
6 (4) name and address of the institution in which the 
7 deceased resided. 
8 (e) Except as provided by Subsection (f), a record under 
9 this section is confidential and not subject to the provisions of 
10 Chapter 552, Government Code. 
11 (f) The department shall develop statistical information on 
12 official causes of death to determine patterns and trends of 
13 incidents of death among residents and in specific institutions. 
14 Information developed under this subsection is public. 
15 (g) A licensed institution shall make available historical 
16 statistics on all reguired information on reguest of an applicant 
17 or applicant's representative. 
18 Sec. 260A.017. DUTIES OF LAW ENFORCEMENT; JOINT 
19 INVESTIGATION. (a) The department shall investigate a report of 
20 abuse, neglect, exploitation, or other complaint descr ibed by 
21 Section 260A.007(c) (1) jointly with: 
22 (1) the municipal law enforcement agency, if the 
23 facility is located within the territorial boundaries of a 
24 municipality; or 
25 (2) the sher iff's department of the county in which the 
26 facility is located, if the facility is not located within the 
27 territorial boundaries of a municipality. 
"'-~ .. 
• • 
S. B. No.7 
1 (b) The law enforcement agency described by Subsection (a) 
2 shall acknowledge the report of abuse, neglect, exploitation, or 
3 other complaint and begin the ioint investigation required by this 
4 section within 24 hours after receipt of the report or complaint. 
5 The law enforcement agency shall cooperate with the department and 
6 report to the department the results of the investigation. 
7 (c) The requirement that the law enforcement agency and the 
8 department conduct a joint investigation under this section does 
9 not require that a representative of each agency be physically 
10 present during all phases of the investigation or that each agency 
11 participate equally in each activity conducted in the course of the 
12 investigation. 
13 Sec. 260A.018. CALL CENTER EVALUATION; REPORT. (a) The 
14 department, using existing resources, shall test, evaluate, and 
15 determine the most effective and efficient staffing pattern for 
16 receiving and processing complaints by expanding customer service 
17 representatives' hours of availability at the department's 
18 telephone hot line call center. 
19 (b) The department shall report the findings of the 
20 evaluation described by Subsection (a) to the House Committee on 
21 Human Services and the Senate Committee on Health and Human 
22 Services not later than September 1, 2012. 
23 
24 
(c) This section expires October 31, 2012. 
(d) Chapter 2, Code of Criminal Procedure, is amended by 
25 adding Article 2.271 to read as follows: 
26 Art. 2.271. INVESTIGATION OF CERTAIN REPORTS ALLEGING 
27 ABUSE, NEGLECT, OR EXPLOITATION. Notwithstanding Article 2.27, on 
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1 receipt of a report of abuse, neglect, exploitation, or other 
2 complaint of a resident of a nursing home, convalescent home, or 
3 other related institution or an assisted living facility, under 
4 Section 260A.007(c)(1), Health and Safety Code, the appropriate 
5 local law enforcement agency shall investigate the report as 
6 required by Section 260A.017, Health and Safety Code. 
7 (e) Subchapter A, Chapter 242, Health and Safety Code, is 
8 amended by adding Section 242.018 to read as follows: 
9 Sec. 242.018. COMPLIANCE WITH CHAPTER 260A. (a) An 
10 institution shall comply with Chapter 260A and the rules adopted 
11 under that chapter. 
12 (b) A person, including an owner or employee of an 
13 institution, shall comply with Chapter 260A and the rules adopted 
14 under that chapter. 
15 (f) Subsection (a), Section 242.042, Health and Safety 
16 Code, is amended to read as follows: 
17 (al Each institution shall prominently and conspicuously 
18 post for display in a public area of the institution that is readily 
19 available to residents, employees, and visitors: 
20 
21 
(1) the license issued under this chapter; 
(2) a sign prescr ibed by the department that specifies 
22 complaint procedures established under this chapter or rules 
23 adopted under this chapter and that specifies how complaints may be 
24 registered with the department; 
25 (3) a notice in a form prescribed by the department 
26 stating that licensing inspection reports and other related reports 
27 which show deficiencies cited by the department are available at 
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1 the institution for public inspection and providing the 
2 department's toll-free telephone number that may be used to obtain 
3 information concerning the institution; 
4 (4) a concise summary of the most recent inspection 
5 report relating to the institution; 
6 (5) notice that the department can provide summary 
7 reports relating to the quality of care, recent investigations, 
8 litigation, and other aspects of the operation of the institution; 
9 (6) notice that the Texas Board of Nursing Facility 
10 Administrators can provide information about the nursing facility 
11 administrator; 
12 (7) any notice or written statement required to be 
13 posted under Section 242.072 (c) ; 
14 (8) notice that informational materials relating to 
15 the compliance history of the institution are available for 
16 inspection at a location in the institution specified by the sign; 
17 [aM] 
18 (9) notice that employees, other staff, residents, 
19 volunteers, and family members and guardians of residents are 
20 protected from discrimination or retaliation as provided by 
21 Sections 260A.014 and 260A.015; and 
22 (10) a sign required to be posted under Section 
23 260A.006(a) [il4iL1:H aRa il4il.133§]. 
24 (g) Subsection (b), Section 242.0665, Health and Safety 
25 Code, is amended to read as follows: 
26 
27 
(b) Subsection (a) does not apply: 
(1) to a violation that the department determines: 
42 
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1 (A) results in serious harm to or death of a 
2 resident; 
3 (B) constitutes a serious threat to the health or 
4 safety of a resident; or 
5 (C) substantially limits the institution's 
6 capacity to provide care; 
7 (2) to a violation described by Sections 
8 242.066(a)(2)-(7); 
9 (3) to a violation of Section 260A.014 [~4~.l~~1 or 
10 260A.015 [~4~.l~~§1; or 
11 (4) to a violation of a right of a resident adopted 
12 under Subchapter L. 
13 (h) Subsections (a) and (b), Section 242.848, Health and 
14 Safety Code, are amended to read as follows: 
15 (a) For purposes of the duty to report abuse or neglect 
16 under Section 260A.002 [~4~.l~~1 and the criminal penalty for the 
17 failure to report abuse or neglect under Section 260A.012 
18 [~4~.l~11, a person who is conducting electronic monitoring on 
19 behalf of a resident under this subchapter is considered to have 
20 viewed or listened to a tape or recording made by the electronic 
21 monitoring device on or before the 14th day after the date the tape 
22 or recording is made. 
23 (b) If a resident who has capacity to determine that the 
24 resident has been abused or neglected and who is conducting 
25 electronic monitor ing under this subchapter gives a tape or 
26 recording made by the electronic monitoring device to a person and 
27 directs the person to view or listen to the tape or recording to 
• • 
S.B. No.7 
1 determine whether abuse or neglect has occurred, the person to whom 
2 the resident gives the tape or recording is considered to have 
3 viewed or listened to the tape or recording on or before the seventh 
4 day after the date the person receives the tape or recording for 
5 purposes of the duty to report abuse or neglect under Section 
6 260A.002 [~4~.l~~1 and of the criminal penalty for the failure to 
7 report abuse or neglect under Section 260A.012 [~4~.Hll. 
8 (il Subchapter A, Chapter 247, Health and Safety Code, is 
9 amended by adding Section 247.007 to read as follows: 
10 Sec. 247.007. COMPLIANCE WITH CHAPTER 260A. (al An 
11 assisted living facility shall comply with Chapter 260A and the 
12 rules adopted under that chapter. 
13 (bl A person, including an owner or employee of an assisted 
14 living facility, shall comply with Chapter 260A and the rules 
15 adopted under that chapter. 
16 (jl Subsection (al, Section 247.043, Health and Safety 
17 Code, is amended to read as follows: 
18 (al The department shall conduct an investigation in 
19 accordance with Section 260A.007 after receiving a report [a 
20 ;@IelimiRalY iRvesti~atieR sf eaSA alle~atiBRl of abuse, 
21 exploitation, or neglect of a resident of an assisted living 
22 facility [1:e ietefmiR8 if t~ere is 8viieRee 1:9 eerre~erate t~e 
23 al1e~atieRi Ii "tiRe a8llartmeR1i EietermiRes tHat tael'e is 8yiaeFlSe 1:9 
24 a9l'l9Serate 'li1=1e alle~atieR, tHe Eie}lartm8R1i BRall eeRByst a tRel'e\i~R 
25 iRT:estigatieR af tAB alle~a1;:ieR] . 
26 (kl Subsection (bl, Section 247.0452, Health and Safety 
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(b) Subsection (a) does not apply: 
(1) to a violation that the department determines 
3 results in ser ious harm to or death of a resident; 
4 (2) to a violation described by Sections 
5 247.0451(a) (2)-(7) or a violation of Section 260A.014 or 260A.015; 
6 
7 
8 247.064; or 
9 
10 247.064; or 
11 
(3) to a second or subsequent violation of: 
(A) a right of the same resident under Section 
(B) the same right of all residents under Section 
(4) to a violation described by Section 247.066, which 
12 contains its own right to correct provisions. 
13 (1) Section 48.003, Human Resources Code, is amended to read 
14 as follows: 
15 Sec. 48.003. INVESTIGATIONS IN NURSING HOMES, ASSISTED 
16 LIVING FACILITIES, AND SIMILAR FACILITIES. (a) This chapter does 
17 not apply if the alleged or suspected abuse, neglect, or 
18 exploitation occurs in a facility licensed under Chapter 242 or 
19 247, Health and Safety Code. 
20 (b) Alleged or suspected abuse, neglect, or exploitation 
21 that occurs in a facility licensed under Chapter 242 or 247, Health 
22 and Safety Code, is governed by Chapter 260A [SliseAatl-EeZ 8, QAatl-Eez 
23 .;!.4.d.], Health and Saf ety Code. 
24 (m) Subchapter E, Chapter 242, Health and Safety Code, is 
25 repealed. 
26 (n) The executive commissioner of the Health and Human 
27 Services Commission shall adopt the rules required under Subsection 
• • 
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1 (g), Section 242.033, Health and Safety Code, as added by this 
2 section, as soon as practicable after the effective date of this 
3 Act, but not later than December 1, 2012. 
4 (0) The repeal by this Act of Section 242.131, Health and 
5 Safety Code, does not apply to an offense committed under that 
6 section before the effective date of this Act. An offense committed 
7 before the effective date of this Act is governed by that section as 
8 it existed on the date the offense was committed, and the former law 
9 is continued in effect for that purpose. For purposes of this 
10 subsection, an offense was committed before the effective date of 
11 this Act if any element of the offense occurred before that date. 
12 (p) The repeal by this Act of Sections 242.133 and 242.1335, 
13 Health and Safety Code, does not apply to a cause of action that 
14 accrues before the effective date of this Act. A cause of action 
15 that accrues before the effective date of this Act is governed by 
16 Section 242.133 or 242.1335, Health and Safety Code, as applicable, 
17 as the section existed at the time the cause of action accrued, and 
18 the former law is continued in effect for that purpose. 
19 (q) The change in law made by this Act by the repeal of 
20 Subchapter E, Chapter 242, Health and Safety Code, does not apply to 
21 a disciplinary action under Subchapter C, Chapter 242, Health and 
22 Safety Code, for conduct that occurred before the effective date of 
23 this Act. Conduct that occurs before the effective date of this Act 
24 is governed by the law as it existed on the date the conduct 
25 occurred, and the former law is continued in effect for that 
26 purpose. 
27 (r) The Department of Aging and Disability Services shall 
.",(,.. 
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1 implement Chapter 260A, Health and Safety Code, as added by this 
2 Act, using only existing resources and personnel. 
3 (s) The Department of Aging and Disability Services shall 
4 ensure that the services provided on the effective date of this Act 
5 are at least as comprehensive as the services provided on the day 
6 before the effective date of this Act. 
7 SECTION 1.06. (a) Section 161.081, Human Resources Code, 
8 as effective september 1, 2011, is amended to read as follows: 
9 Sec. 161.081. LONG-TERM CARE MEDICAID WAIVER PROGRAMS~ 
10 STREAMLINING AND UNIFORMITY. (a) In this section, "Section 
11 1915 (c) waiver program" has the meaning assigned by Section 
12 531.001, Government Code. 
13 (b) The department, in consultation with the commission, 
14 shall streamline the administration of and delivery of services 
15 through Section 1915(c) waiver programs. In implementing this 
16 subsection, the department, subject to Subsection (c), may consider 
17 implementing the following streamlining initiatives: 
18 (1) reducing the number of forms used in administering 





(2) revising program provider manuals and training 
(3) consolidating service author ization systems; 
(4) eliminating any physician signature requirements 
24 the department considers unnecessary; 
25 (5) standardizing individual service plan processes 
26 across the programs; [aM] 
27 (6) if feasible: 
• • 
S. B. No.7 
1 (A) concurrently conducting program 
2 certification and billing audit and review processes and other 
3 related audit and review processes; 
4 (B) streamlining other billing and auditing 
5 requirements; 
6 (C) eliminating duplicative responsibilities 
7 with respect to the coordination and oversight of individual care 
8 plans for persons receiving waiver services; and 
9 (D) streamlining cost reports and other cost 
10 reporting processes; and 
11 ill any other initiatives that will increase 
12 efficiencies in the programs. 
13 (c) The department shall ensure that actions taken under 
14 Subsection (b) [tRis sestieR] do not conflict with any requirements 
15 of the commission under Section 531.0218, Government Code. 
16 (d) The department and the commission shall jointly explore 
17 the development of uniform licensing and contracting standards that 
18 would: 
19 (1) apply to all contracts for the delivery of Section 
20 1915(c) waiver program services; 
21 (2) promote competition among providers of those 
22 program services; and 
23 (3) integrate with other department and commission 
24 efforts to streamline and unify the administration and delivery of 
25 the program services, including those required by this section or 
26 Section 531.0218, Government Code. 
27 (b) subchapter D, Chapter 161, Human Resources Code, is 
• • 
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1 amended by adding Section 161. 082 to read as follows: 
2 Sec. 161.082. LONG-TERM CARE MEDICAID WAIVER PROGRAMS: 
3 UTILIZATION REVIEW. (a) In this section, "Section 1915(c) waiver 
4 program" has the meaning assigned by Section 531. 001, Government 
5 Code. 
6 (b) The department shall perform a utilization review of 
7 services in a1l Section 1915(c) waiver programs. The utilization 
8 review must include, at a minimum, reviewing program recipients' 
9 levels of care and any plans of care for those recipients that 
10 exceed service level thresholds established in the applicable 
11 waiver program guidelines. 
12 SECTION 1.07. Subchapter D, Chapter 161, Human Resources 
13 Code, is amended by adding Section 161.086 to read as follows: 
14 Sec. 161.086. ELECTRONIC VISIT VERIFICATION SYSTEM. If it 
15 is cost-effective, the department shall implement an electronic 
16 visit verification system under appropriate programs administered 
17 by the department under the Medicaid program that allows providers 
18 to electronically verify and document basic information re1atinq to 




(1) the provider's name; 
(2) the recipient's name; 
(3) the date and time the provider beqins and ends the 
23 delivery of services; and 
24 (4) the location of service delivery. 
25 SECTION 1.08. (a) Subdivision (1), Section 247.002, Health 
26 and Safety Code, is amended to read as follows: 




2 (A) furnishes, in one or more facilities, food 
3 and shelter to four or more persons who are unrelated to the 





(i) personal care services; or 
(ii) administration of medication by a 
8 person licensed or otherwise authorized in this state to administer 
9 the medicat ion; [..Til:R& 1 
10 (C) may provide assistance with or supervision of 
11 the administration of medication; and 
12 (D) may provide skilled nursing services for the 
13 following limited purposes: 
14 (i) coordination of resident care with 
15 outside home and community support services agencies and other 
16 health care professionals; 
17 (ii) provision or delegation of personal 
18 care services and medication administration as described by this 
19 subdivision; 
20 (iii) assessment of residents to determine 
21 the care required; and 
22 (iv) for periods of time as established by 
23 department rule, delivery of temporary skilled nursing treatment 
24 for a minor illness, injury, or emergency. 
25 (b) Section 247.004, Health and Safety Code, as effective 
26 September 1, 2011, is amended to read as follows: 






(1) a boarding home facility as defined by Section 
(2) an establishment conducted by or for the adherents 
4 of the Church of Christ, Scientist, for the purpose of providing 
5 facilities for the care or treatment of the sick who depend 
6 exclusively on prayer or spiritual means for healing without the 
7 use of any drug or material remedy if the establishment complies 
8 with local safety, sanitary, and quarantine ordinances and 
9 regulations, 
10 (3) a facility conducted by or for the adherents of a 
11 qualified religious society classified as a tax-exempt 
12 organization under an Internal Revenue Service group exemption 
13 ruling for the purpose of providing personal care services without 
14 charge solely for the society's professed members or ministers in 
15 retirement, if the facility complies with local safety, sanitation, 
16 and quarantine ordinances and regulations, or 
17 (4) a facility that provides personal care services 
18 only to persons enrolled in a program that: 
19 (A) is funded in whole or in part by the 
20 department and that is monitored by the department or its 
21 designated local mental retardation authority in accordance with 
22 standards set by the departmentL.Q.!, 
23 (B) is funded in whole or in part by the 
24 Department of State Health Services and that is monitored by that 
25 department, or by its designated local mental health authority in 
26 accordance with standards set by the department. 




1 Code, is amended to read as follows: 
2 (b) Unless otherwise prohibited by law, a [Al health care 
3 professional may be employed by an assisted living facility to 
4 provide at the facility to the facility's residents services that 
5 are authorized by this chapter and that are within the 
6 professional's scope of practice [ts a resideRt sf aR assisted 
7 li'liREj faeility at 'ERe faeility]. This subsection does not 
8 authorize a facility to provide ongoing services comparable to the 
9 services available in an institution licensed under Chapter 242. A 
10 health care professional providing services under this subsection 
11 shall maintain medical records of those services in accordance with 
12 the licensing, certification, or other regulatory standards 
13 applicable to the health care professional under law. 
14 SECTION 1.09. (a) Subchapter B, Chapter 531, Government 
15 Code, is amended by adding Sections 531.086 and 531.0861 to read as 
16 follows: 
17 Sec. 531.086. STUDY REGARDING PHYSICIAN INCENTIVE PROGRAMS 
18 TO REDUCE HOSPITAL EMERGENCY ROOM USE FOR NON-EMERGENT CONDITIONS. 
19 (a) The commission shall conduct a study to evaluate physician 
20 incentive programs that attempt to reduce hospital emergency room 
21 use for non-emergent conditions by recipients under the medical 
22 assistance program. Each physician incentive program evaluated in 
23 the study must: 
24 (1) be administered by a health maintenance 
25 organization participating in the STAR or STAR + PLUS Medicaid 
26 managed care program; and 
27 (2) provide incentives to primary care providers who 
• • 
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(b) The study conducted under Subsection (a) must evaluate: 
(1) the cost-effectiveness of each component included 
5 in a physician incentive program; and 
6 (2) any change in statute required to implement each 
7 component within the Medicaid fee-far-service payment mode1. 
8 (c) Not later than August 31, 2013, the executive 
9 commissioner shall submit to the governor and the Legislative 
10 Budget Board a report summarizing the findings of the study 
11 required by this section. 
12 (d) This section expires September 1, 2014. 
13 Sec. 531. 0861. PHYSICIAN INCENTIVE PROGRAM TO REDUCE 
14 HOSPITAL EMERGENCY ROOM USE FOR NON-EMERGENT CONDITIONS. (a) If 
15 cost-effective, the executive commissioner by rule shall establish 
16 a physician incentive program designed to reduce the use of 
17 hospital emergency room services for non-emergent conditions by 
18 reCipients under the medical assistance program. 
19 (b) In establishing the physician incentive program under 
20 Subsection (a), the executive commissioner may include only the 
21 program components identified as cost-effective in the study 
22 conducted under Section 531.086. 
23 (c) If the physician incentive program includes the payment 
24 of an enhanced reimbursement rate for routine after-hours 
25 appointments, the executive commissioner shall implement controls 
26 to ensure that the after-hours services billed are actually being 





1. (b) Section 32.0641, Human Resources Code, is amended to 
2 read as follows: 
3 Sec. 3 2 • 0641. ;;.:R;::.E""C::.:I P:...;I:.:E:.:N'""T'--_...:A.:..:C:..:C:..::O:..::U.:..:N.:.T:.:.AB::.I::.:L::.:I:.:T:;..:Y'--_....:P:;..:R:.:.:O~V:...::I:..:S:..:I",O.:..:N.::;S .... i 
4 COST-SHARING REQUIREMENT TO IMPROVE APPROPRIATE UTILIZATION OF 
5 [GQS'l' SHAR1Nb FQR GER'l'MN HlbH GQS'l' MEQHlAhl SERVICES. (a) To [,u, 
6- taB ae~a¥tmeRt aeter.iRes taat it is feasisle aRB east effestive, 
7 aRB tel the extent permitted under and in a manner that is 
8 consistent with Title XIX, Social Security Act (42 U.S.C. Section 
9 1396 et seq.) and any other applicable law or regulation or under a 
10 federal waiver or other authorization, the executive commissioner 
11 of the Health and Human Services Commission shall adopt, after 
12 consulting with the Medicaid and CHIP Quality-Based payment 
13 Advisory Committee established under Section 536.002, Government 
14 Code, cost-sharing provisions that encourage personal 
15 accountability and appropriate utilization of health care 
16 services, including a cost-sharing provision applicable to 
17 [~e~i~el a recipient who chooses to receive a nonemerqency [a 
18 Ai~A eestl medical service [~~eviBeBl through a hospital emergency 
19 room [1;9 IJay a eSllaymeHt, ,premil:11R f3aymeRt, 81' etae:r: east Saal'iR~ 
20 I1aymeRt fal" eRe l=li~R east meEiieal serviss if I 
21 [(1) tRe R9sllital flBm ,miss 1:ae l'eeillieR'E seeJts 
22 servise. 
23 [(A) llerferHl:6 aft apll1"81lriate meEiieal eereeRiR~ 
24 aRa aeterlRiHeS 1:aat tRe reeipieRt Bees Ret Rave a 98RsieieR 
25 ¥eEfljiriR§ emer§9Rsy lReEiieal servieesl 
26 
27 
[(:8) iafa¥ms 'ERe reeillieRl" 
[(i) t1=lat taB l'eei}JieRt eees Ret save a 
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1 eeREiitieR feEf1:1:iriR§ 8mer§"eFJ:s}! Blesisal serviees, 
2 [(ii) tRa1:, if tRe a9s,ital ,reviaes ~Re 
3 R9R8Rle!'§"8RS}' servisa, tRe Res,ital may re(fliir e Ila}'meRt af a 
4 seiJa~tlReRt, jJremiYlR jlaymeR"k, af etasl s9s1; sRaliR§" fJay:meRt By tRe 
5 resillieRt i9 aev3Rse, aR8 
6 [(iii) af tRe HaIRe aRB aseress af a 
7 R9Remer§"8Rsy MetiieaiEi ,reviaer \.T-Ae eaR previae tAe apprejJliate 
8 meEiieal selvise '.,itR9yt im,esiR§" a eest SRaliA§" ,aymeRt, aRa 
9 [(b) eifers 1:9 previae tRe reei,ieRt .... it1:l a 
10 referral te tRe ReR8mer§"8Rey ,laviis!' tie faeilitate seReEialiRg af 
11 tRe S8I'liee, aRa 
12 [(21) aftaI raseiviR§" tRB iRfermatieR aRe assistaRee 
13 saserisea sy SassivisieR (1) fram tae 1=l9s,ital, tAB reeif)ieRt 
14 saeasee 1:9 est aiR em8I§"8RS}! meEiisal serviees Eies13ite Ra'JiR~ assess 
15 -ee lReEiieally asse~taJale, laue!' eest lReaieal seryiees] . 
16 (b) The department may not seek a federal waiver or other 
17 authorization under this section [Slisseetisa (all that would: 
18 (1) prevent a Medicaid recipient who has a condition 
19 requiring emergency medical services from receiving care through a 
20 hospital emergency room; or 
21 (2) waive any provision under Section 1867, Social 
22 Security Act (42 U.S.C. Section 1395dd). 
23 [(8) If tAa eJfael:ltive eSlNRissieRer ef tRe HealtR aRa Hl:llRaR 
24 Sarviees SelNRissisR aEiepts a sepa}qaaRt sr etRar eest sRariR~ 
25 paYlRaRt l:ifle1er eYsSeetieR (a), tRe SSHYRissisR lRay RS"E reEil:ise 
27 er e-el=ler fJaymeRt fram a !'esipieRt !'eseiviR~ meEiisal se!'vises 
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1 ,reviaeEi 1;Rrel:i~R: a a9sf1ital emel'~efley reem, ] 
2 (c) If H.B. No. 2245, Acts of the 82nd Legislature, Regular 
3 Session, 2011, becomes law, Sections 531.086 and 531.0861, 
4 Government Code, as added by that Act, are repealed. 
5 SECTION 1.10. Subchapter B, Chapter 531, Government Code, 
6 is amended by adding Section 531.024131 to read as follows: 
7 Sec. 531.024131. EXPANSION OF BILLING COORDINATION AND 
8 INFORMATION COLLECTION ACTIVITIES. (a) If cost-effective, the 
9 commission may: 
10 (1) contract to expand all or part of the billing 
11 coordination system established under Section 531.02413 to process 
12 claims for services provided through other benefits programs 
13 administered by the commission or a health and human services 
14 agency; 
15 (2) expand any other billing coordination tools and 
16 resources used to process claims for health care services provided 
17 through the Medicaid program to process claims for services 
18 provided through other benefits programs administered by the 
19 commission or a health and human services agency; and 
20 (3) expand the scope of persons about whom information 
21 is collected under Section 32.042, Human Resources Code, to include 
22 recipients of services provided through other benefits programs 
23 administered by the commission or a health and human services 
24 agency. 
25 (b) Notwithstanding any other state law, each health and 
26 human services agency shall provide the commission with any 
27 information necessary to allow the commission or the commission's 
• • 
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1 designee to perform the billing coordination and information 
2 collection activities authorized by this section. 
3 SECTION 1.11. (a) Subsections (b), (c), and (d), Section 
4 531.502, Government Code, are amended to read as follows: 
5 (b) The executive commissioner may include the following 
6 federal money in the waiver: 
7 (1) [~) money provided under the disproportionate 
8 share hospitals or [aH4) upper payment limit supplemental payment 
9 program, or both [!I¥e~¥a.Hls); 
10 (2) money provided by the federal government in lieu 
11 of some or all of the payments under one or both of those programs; 
12 (3) any combination of funds authorized to be pooled 
13 by Subdivisions (1) and (2); and 
14 (4) any other money available for that purpose, 
15 including.,:. 
16 (A) federal money and money identified under 
17 Subsection (c)L 
18 
19 
(B) gifts, grants, or donations for that purpose; 
(C) local funds received by this state through 
20 intergovernmental transfers; and 
21 (0) if approved in the waiver, federal money 




(c) The commission shall seek to optimize federal funding 
(1) identifying health care related state and local 
26 funds and program expenditures that, before September 1, 2011 





(2) exploring the feasibility of: 
(A) certifying or otherwise using those funds and 
3 expenditures as state expenditures for which this state may receive 
4 federal matching money; and 
5 (B) depositing federal matching money received 
6 as provided by Paragraph (A) with other federal money deposited as 
7 provided by Section 531.504, or substituting that federal matching 
8 money for federal money that otherwise would be received under the 
9 disproportionate share hospitals and upper payment limit 
10 supplemental payment programs as a match for local funds received 
11 by this state through intergovernmental transfers. 
12 
13 
(d) The terms of a waiver approved under this section must: 
(1) include safeguards to ensure that the total amount 
14 of federal money provided under the disproportionate share 
15 hospitals.Q!. [aM] upper payment limit supplemental payment program 
16 [IIUljl'aRls] that is deposited as provided by Section 531.504 is, for 
17 a particular state fiscal year, at least equal to the greater of the 
18 annualized amount provided to this state under those supplemental 
19 payment programs during state fiscal year 2011 [~997], excluding 
20 amounts provided dur ing that state fiscal year that are retroactive 
21 payments, or the state fiscal years during which the waiver is in 
22 effect; and 
23 (2) allow for the development by this state of a 
24 methodology for allocating money in the fund to: 
25 (A) be used to supplement Medicaid hospital 
26 reimbursements under a waiver that includes terms that are 
27 consistent with, or that produce revenues consistent with, 
• • 
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1 disproportionate share hospital and upper payment limit principles 
2 [effset, is ,art, tHe QReem~eRsatea asalta sare seets iSSQIIea ey 
3 A9spi>l;als]; 
4 (B) reduce the number of persons in this state 
5 who do not have health benefits coverage; and 
6 (C) maintain and enhance the community public 
7 health infrastructure provided by hospitals. 
8 (b) Section 531.504, Government Code, is amended to read as 
9 follows: 
10 Sec. 531.504. DEPOSITS TO FUND. (a) The comptroller shall 
11 deposit in the fund: 
12 (1) [~] federal money provided to this state under 
13 the disproportionate share hospitals supplemental payment program 
14 .2.!. [aM-] the hospital upper payment limit supplemental payment 
15 program, or both, other than money provided under those programs to 
16 state-owned and operated hospitals, and all other non-supplemental 
17 payment program federal money provided to this state that is 
18 included in the waiver author ized by Section 531. 502; and 
(2) state money appropriated to the fund. 19 
20 (b) The commission and comptroller may accept gifts, 
21 grants, and donations from any source~! __ ~a~n~d~ __ r~e~c~e~i~v~e 
22 intergovernmental transfers, for purposes consistent with this 
23 subchapter and the terms of the waiver. The comptroller shall 
24 deposit a gift, grant, or donation made for those purposes in the 
25 fund. Any intergovernmental transfer received, including 
26 associated federal matching funds, shall be used, if feasible, for 
27 the purposes intended by the transferring entity and in accordance 
• • 
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1 with the terms of the waiver. 
2 (c) Section 531.508, Government Code, is amended by adding 
3 Subsection (d) to read as follows: 
4 (d) Money from the fund may not be used to finance the 
5 construction, improvement, or renovation of a building or land 
6 unless the construction, improvement, or renovation is approved by 
7 the commission, according to rules adopted by the executive 
8 commissioner for that purpose. 
9 (d) Subsection (g), Section 531.502, Government Code, is 
10 repealed. 
11 SECTION 1.12. (a) Subtitle I, Title 4, Government Code, is 
12 amended by adding Chapter 536, and Section 531.913, Government 
13 Code, is transferred to Subchapter D, Chapter 536, Government Code, 
14 redesignated as Section 536.151, Government_Code, and amended to 
15 read as follOws: 
16 CHAPTER 536. MEDICAID AND CHILD HEALTH PLAN PROGRAMS: 
17 QUALITY-BASED OUTCOMES AND PAYMENTS 
18 SUBCHAPTER A. GENERAL PROVISIONS 
Sec. 536.001. DEFINITIONS. In this chapter: 19 
20 (1) "Advisory committee" means the Medicaid and CHIP 







(2) "Alternative payment system" includes: 
(A) a global payment system; 
(B) an episode-based bundled payment 
(C) a blended payment system. 





1 compensating a physician or other health care provider that 
2 includes at least one or more features of a global payment system 
3 and an episode-based bundled payment system, but that may also 
4 include a system under which a portion of the compensation paid to a 
5 physician or other health care provider is based on a 
6 fee-far-service payment arrangement. 
7 (4) "Child health plan program," "commission," 
8 "executive commissioner," and "health and human services agencies" 
9 have the meanings assigned by Section 531.001. 
10 (5) "Episode-based bundled payment system" means a 
11 system for compensating a physician or other health care provider 
12 for arranging for or providing health care services to child health 
13 plan program enrollees or Medicaid recipients that is based on a 
14 flat payment for all services provided in connection with a single 
15 episode of medical care. 
16 (6) "Exclusive provider benefit plan" means a managed 
17 care plan subiect to 28 T.A.C. Part 1, Chapter 3, Subchapter KK. 
18 (7) "Freestanding emergency medical care facility" 
19 means a facility licensed under Chapter 254, Health and Safety 
20 Code. 
21 (8) "Global payment system" means a system for 
22 compensating a physician or other health care provider for 
23 arranging for or providing a defined set of covered health care 
24 services' to child health plan program enrollees or Medicaid 
25 recipients for a specified period that is based on a predetermined 
·26 payment per enrollee or recipient, as applicable, for the specified 
27 period, without regard to the quantity of services actually 
• • 
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1 provided. 
2 (9) "Health care provider" means any person, 
3 partnership, professional association, corporation, facility, or 
4 institution licensed, certified, registered, or chartered by this 
5 state to provide health care. The term includes an employee, 
6 independent contractor, or agent of a health care provider acting 
7 in the course and scope of the employment or contractual 
8 relationship. 
9 (10) "Hospital" means a public or private institution 
10 licensed under Chapter 241 or 577, Health and Safety Code, 
11 including a general or special hospital as defined by Section 
12 241.003, Health and Safety Code. 
13 (11) "Managed care organization" means a person that 
14 is author ized or otherwise permitted by law to arrange for or 
15 provide a managed care plan. The term includes health maintenance 
16 organizations and exclusive provider organizations. 
17 (12) "Managed care plan" means a plan, including an 
18 exclusive provider benefit plan, under which a person undertakes to 
19 provide, arrange for, pay for, or reimburse any part of the cost of 
20 any health care services. A part of the plan must consist of 
21 arranging for or providing health care services as distinguished 
22 from indemnification against the cost of those services on a 
23 prepaid basis through insurance or otherwise. The term does not 
24 include a plan that indemnifies a person for the cost of health care 
25 services through insurance. 
26 (13) "Medicaid program" means the medical assistance 
27 program established under .Chapter 32, Human'Resources Code. 
• • 
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1 (14) "Physician" means a person licensed to practice 
2 medicine in this state under Subtitle B, Title 3, Occupations Code. 
3 (15) "Potentially preventable admission" means an 
4 admission of a person to a hospital or long-term care facility that 
5 may have reasonably been prevented with adequate access to 
6 ambulatory care or health care coordination. 
7 (16) "Potentially preventable ancillary service" 
8 means a health care service provided or ordered by a physician or 
9 other health care provider to supplement or support the evaluation 
10 or treatment of a patient, including a diagnostic test, laboratory 
11 test, therapy service, or radiology service, that may not be 
12 reasonably necessary for the provision of quality health care or 
13 treatment. 
14 (17) "Potentially preventable complication" means a 
15 harmful event or negative outcome with respect to a person, 
16 including an infection or surgical complication, that: 
17 (A) occurs after the person's admission to a 
18 hospital or long-term care facility; and 
19 (B) may have resulted from the care, lack of 
20 care, or treatment provided during the hospital or long-term care 
21 facility stay rather than from a natural progression of an 
22 underlying disease. 
23 (18) "Potentially preventable event" means a 
24 potentially preventable admission, a potentially preventable 
25 ancillary service, a potentially' preventable complication, a 
26 potentially preventable emergency room visit, a potentially 





1 (19) "Potentially preventable emergency room visit" 
2 means treatment of a person in a hospital emergency room or 
3 freestanding emergency medical care facility for a condition that 
4 may not require emergency medical attention because the condition 
5 could be, or could have been, treated or prevented by a physician or 
6 other health care provider in a nonemergency setting. 
7 (20) "Potentially preventable readmission" means a 
8 return hospitalization of a person within a per iod specified by the 
9 commission that may have resulted from deficiencies in the care or 
10 treatment provided to the person dur ing a previous hospital stay or 
11 from deficiencies in post-hospital discharge follow-up. The term 
12 does not include a hospital readmission necessitated by the 
13 occurrence of unrelated events after the discharge. 
14 includes the readmission of a person to a hospital for: 
The term 
15 (A) the same condition or procedure for which the 
16 person was previously admitted; 
17 (B) an infection or other complication resulting 
18 from care previously provided; 
19 (C) a condition or procedure that indicates that 
20 a surgical intervention performed during a previous admission was 
21 unsuccessful in achieving the anticipated outcome; or 
22 (D) another condition or procedure of a similar 
23 nature, as determined by the executive commissioner after 
24 consulting with the advisory committee. 
25 (21) "Quality-based payment system" means a system for 
26 compensating a physician or other health care provider, including 
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1 physician or other health care provider for providing high-quality, 
2 cost-effective care and bases some portion of the payment made to 
3 the physician or other health care provider on quality of care 
4 outcomes, which may include the extent to which the physician or 
5 other health care provider reduces potentially preventable events. 
6 Sec. 536.002. MEDICAID AND CHIP QUALITY-BASED PAYMENT 
7 ADVISORY COMMITTEE. (a) The Medicaid and CHIP Quality-Based 
8 Payment Advisory Committee is established to advise the commission 
9 On establishing, for purposes of the child health plan and Medicaid 
10 programs administered by the commission or a health and human 
11 services agency: 
12 (1) reimbursement systems used to compensate 
13 physicians or other health care providers under those programs that 
14 reward the provision of high-quality, cost-effective health care 
15 and quality performance and quality of care outcomes with respect 
16 to health care services; 
17 (2) standards and benchmarks for quality performance, 
18 quality of care outcomes, efficiency, and accountability by managed 
19 care organizations and physicians and other health care providers; 
20 (3) programs and reimbursement policies that 
21 encourage high-quality, cost-effective health care delivery models 
22 that increase appropriate provider collaboration, promote wel1ness 
23 and prevention, and improve health outcomes; and 
24 (4) outcome and process measures under Section 
25 536.003. 
26 (b) The executive commissioner shall appoint the members of 
27 the advisory committee. The committee must consist of physicians 
• • 
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1 and other health care providers, representatives of health care 
2 facilities, representatives of managed care organizations, and 
3 other stakeholders interested in health care services provided in 
4 this state, including: 
5 ( 1) at least one member who is a physic ian with 
6 clinical practice exper ience in obstetr ics and gynecology; 
7 (2) at least one member who is a physic ian with 
8 clinical practice exper ience in pediatr ics; 
9 (3) at least one member who is a physician with 
10 clinical practice experience in internal medicine or family 
11 medicine; 
12 (4) at least one member who is a physician with 
13 clinical practice exper ience in ger iatr ic medicine; 
14 (5) at least one member who is or who represents a 
15 health care provider that primarily provides long-term care 
16 services; 
17 (6) at least one member who is a consumer 
18 representative; and 
19 (7) at least one member who is a member of the Advisory 
20 Panel on Health Care-Associated Infections and Preventable Adverse 
21 Events who meets the qualifications prescribed by Section 
22 98.052(a) (4), Health and Safety Code. 
23 (c) The executive commissioner shall appoint the presiding 
24 officer of the advisory committee. 
25 Sec. 536.003. DEVELOPMENT OF QUALITY-BASED OUTCOME AND 
26 PROCESS MEASURES. (a) The commission, in consultation with the 




1 process measures that promote the provision of efficient, quality 
2 health care and that can be used in the child health plan and 
3 Medicaid programs to implement quality-based payments for acute and 
4 lonq-term care services across all delivery models and payment 
5 systems, including fee-for-service and managed care payment 
6 systems. The commission, in developing outcome measures under this 
7 section, must consider measures addressing potentially preventable 
8 events. 
9 (b) To the extent feasible, the commission shall develop 
10 outcome and process measures: 
11 (1) consistently across all child health plan and 
12 Medicaid program delivery models and payment systems; 
13 (2) in a manner that takes into account appropriate 
14 patient risk factors, including the burden of chronic illness on a 
15 patient and the severity of a patient's illness; 
16 (3) that will have the greatest effect on improving 
17 quality of care and the efficient use of services; and 
18 (4) that are similar to outcome and process measures 
19 used in the pr ivate sector, as appropr iate. 
20 (c) The commission shall, to the extent feasible, align 
21 outcome and process measures developed under this section with 
22 measures required or recommended under reporting guidelines 
23 established by the federal Centers for Medicare and Medicaid 
24 Services, the Agency for Healthcare Research and Quality, or 
25 another federal agency. 
26 (d) The executive commissioner by rule may require managed 
27 care organizations and physicians and other health care providers 
• • 
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1 participating in the child health plan and Medicaid programs to 
2 report to the commission in a format specified by the executive 
3 commissioner information necessary to develop outcome and process 
4 measures under this section. 
5 (e) If the commission increases physician and other health 
6 care provider reimbursement rates under the child health plan or 
7 Medicaid program as a result of an increase in the amounts 
8 appropriated for the programs for a state fiscal biennium as 
9 compared to the preceding state fiscal biennium, the commission 
10 shall, to the extent permitted under federal law and to the extent 
11 otherwise possible considering other relevant factors, correlate 
12 the increased reimbursement rates with the quality-based outcome 
13 and process measures developed under this section. 
14 Sec. 536.004. DEVELOPMENT OF QUALITY-BASED PAYMENT 
15 SYSTEMS. (al Using quality-based outcome and process measures 
16 developed under Section 536.003 and subject to this section, the 
17 commission, after consulting with the advisory committee, shall 
18 develop quality-based payment systems for compensating a physician 
19 or other health care provider participating in the child health 
20 plan or Medicaid program that: 
21 (1) align payment incentives with high-quality, 




(2) reward the use of evidence-based best practices; 
(3) promote the coordination of health care; 
(4) encourage appropriate physician and other health 
26 care provider collaboration; 
27 (5) promote effective health care delivery models; and 
• • 
S.B. No.7 
1 (6) take into account the specific needs of the child 
2 health plan program enrollee and Medicaid recipient populations. 
3 (b) The commission shall develop quality-based payment 
4 systems in the manner specified by this chapter. To the extent 
5 necessary, the commission shall coordinate the timeline for the 
6 development and implementation of a payment system with the 
7 implementation of other initiatives such as the Medicaid 
8 Information Technology Architecture (MITA) initiative of the 
9 Center for Medicaid and State Operations, the ICD-lO code sets 
10 initiative, or the ongoing Enterpr ise Data Warehouse (EDW) planning 
11 process in order to maximize the receipt of federal funds or reduce 
12 any administrative burden. 
13 (c) In developing quality-based payment systems under this 
14 chapter, the commission shall examine and consider implementing: 
15 (1) an alternative payment system; 
16 (2) any existing performance-based payment system 
17 used under the Medicare program that meets the requirements of this 
18 chapter, modified as necessary to account for programmatic 
19 differences, if implement ing the system would: 
20 (A) reduce unnecessary administrative burdens; 
21 and 
22 (B) align quality-based payment incentives for 
23 physicians and other health care providers with the Medicare 
24 program; and 
25 (3) alternative payment methodologies within the 
26 system that are used in the Medicare program, modified as necessary 
27 to account for programmatic differences, and that will achieve cost 
• • 
S.B. NO.7 
1 savings and improve quality of care in the child health plan and 
2 Medicaid programs. 
3 (d) In developing quality-based payment systems under this 
4 chapter, the commission shall ensure that a managed care 
5 organization or physician or other health care provider will not be 
6 rewarded by the system for withholding or delaying the provision of 
7 medically necessary care. 
8 (e) The commission may modify a quality-based payment 
9 system developed under this chapter to account for programmatic 
10 differences between the child health plan and Medicaid programs and 
11 delivery systems under those programs. 
12 Sec. 536.005. CONVERSION OF PAYMENT METHODOLOGY. (a) To 
13 the extent possible, the commission shall convert hospital 
14 reimbursement systems under the child health plan and Medicaid 
15 programs to a diagnosis-related groups (DRG) methodology that will 
16 allow the commission to more accurately classify specific patient 
17 populations and account for severity of patient illness and 
18 mortality risk. 
19 (b) Subsection (a) does not authorize the commission to 
20 direct a managed care organization to compensate physicians and 
21 other health care providers providing services under the 
22 organization I s managed care plan based on a diagnosis-related 
23 groups (DRG) methodology. 
24 Sec. 536.006. TRANSPARENCY. The commission and the 
25 advisory committee shall: 
26 (1) ensure transparency in the development and 
27 establishment of: 
• • 
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1 (A) quality-based payment and reimbursement 
2 systems under Section 536.004 and Subchapters B, C, and D, 
3 including the development of outcome and process measures under 
4 Section 536.003; and 
5 (B) quality-based payment initiatives under 
6 Subchapter E, including the development of quality of care and 
7 cost-efficiency benchmarks under Section 536.204(a) and efficiency 
8 performance standards under Section 536.204 (b) ; 
9 (2) develop guidelines establishing procedures for 
10 providing notice and information to, and receiving input from, 
11 managed care organizations, health care providers, including 
12 physicians and experts in the var ious medical specialty fields, and 
13 other stakeholders, as appropriate, for purposes of developing and 
14 establishing the quality-based payment and reimbursement systems 
15 and initiatives described under Subdivision (1); and 
16 (3) in developing and establishing the quality-based 
17 payment and reimbursement systems and initiatives described under 
18 Subdivision (1), consider that as the performance of a managed care 
19 organization or physician or other health care provider improves 
20 with respect to an outcome or process measure, quality of care and 
21 cost-efficiency benchmark, or efficiency performance standard, as 
22 applicable, there will be a diminishing rate of improved 
23 performance over time. 
24 Sec. 536.007. PERIODIC EVALUATION. (a) At least once each 
25 two-year period, the commission shall evaluate the outcomes and 
26 cost-effectiveness of any quality-based payment system or other 
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(b) The commission shall: 
(1) present the results of its evaluation under 
3 Subsection (a) to the advisory committee for the committee's input 
4 and recommendations; and 
5 (2) provide a process by which managed care 
6 organizations and physicians and other health care providers may 
7 comment and provide input into the committee's recommendations 
8 under Subdivision (1). 
9 Sec. 536.008. ANNUAL REPORT. (a) The commission shall 
10 submit an annual report to the legislature regarding: 
11 (1) the quality-based outcome and process measures 
12 developed under Section 536.003; and 
13 (2) the progress of the implementation of 
14 quality-based payment systems and other payment initiatives 
15 implemented under this chapter. 
16 (b) The commission shall report outcome and process 
17 measures under Subsection (a)(l) by health care service region and 
18 service delivery model. 
19 [Sections 536.009-536.050 reserved for expansion) 
20 SUBCHAPTER B. QUALITY-BASED PAYMENTS RELATING TO MANAGED CARE 
21 ORGANIZATIONS 
22 Sec. 536.051. DEVELOPMENT OF QUALITY-BASED PREMIUM 
23 PAYMENTS; PERFORMANCE REPORTING. (a) Subject to Section 
24 1903(m)(2)(A), Social Security Act (42 u.S.c. Section 
25 1396b(m)(2)(A», and other applicable federal law, the commission 
26 shall base a percentage of the premiums paid to a managed care 
27 organization participating in the child health plan or Medicaid 
• • 
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1 program on the organization's performance with respect to outcome 
2 and process measures developed under Section 536.003, including 
3 outcome measures addressing potentially preventable events. 
4 (b) The commission shall make available information 
5 relating to the performance of a managed care organization with 
6 respect to outcome and process measures under this subchapter to 
7 child health plan program enrollees and Medicaid recipients before 
8 those enrollees and recipients choose their managed care plans. 
9 Sec. 536.052. PAYMENT AND CONTRACT AWARD INCENTIVES FOR 
10 MANAGED CARE ORGANIZATIONS. (a) The commission may allow a 
11 managed care organization participating in the child health plan or 
12 Medicaid program increased flexibility to implement quality 
13 initiatives in a managed care plan offered by the organization, 
14 including flexibility with respect to financial arrangements. in 
15 order to: 
16 
17 
(1) achieve high-quality, cost-effective health care; 
(2) increase the use of high-quality. cost-effective 
18 delivery models; and 
19 
20 
(3) reduce potentially preventable events. 
(b) The commission. after consulting with the advisory 
21 committee. shall develop quality of care and cost-efficiency 
22 benchmarks. including benchmarks based on a managed care 
23 organization's performance with respect to reducing potentially 
24 preventable events and containing the growth rate of health care 
25 costs. 
26 (c) The commission may include in a contract between a 
27 managed care organization and the commission financial incentives 
• 
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1 that are based on the organization's successful implementation of 
2 quality initiatives under Subsection (a) or success in achieving 
3 quality of care and cost-efficiency benchmarks under Subsection 
4 (b). 
5 (d) In awarding contracts to managed care organizations 
6 under the child health plan and Medicaid programs, the commission 
7 shall, in addition to considerations under Section 533.003 of this 
8 code and Section 62.155, Health and Safety Code, give preference to 
9 an organization that offers a managed care plan that successfully 
10 implements quality initiatives under Subsection (a) as determined 
11 by the commission based on data or other evidence provided by the 
12 organization or meets quality of care and cost-efficiency 
13 benchmarks under Subsection (b) . 
14 (e) The commission may implement financial incentives under 
15 this section only if implementing the incentives would be 
16 cost-effective. 
17 [Sections 536.053-536.100 reserved for expansion] 
18 SUBCHAPTER C. QUALITY-BASED HEALTH HOME PAYMENT SYSTEMS 
19 
20 
Sec. 536.101. DEFINITIONS. In this subchapter: 
(1) "Health home" means a primary care provider 
21 practice or, if appropriate, a specialty care provider practice, 
22 incorporating several features, including comprehensive care 
23 coordination, family-centered care, and data management, that are 
24 focused on improving outcome-based quality of care and increasing 
25 patient and provider satisfaction under the child health plan and 
26 Medicaid programs. 
27 (2) "Participating enrollee" means a child health plan 
• 
• • 
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(a) Subject to this 
with the advisory 
guality-based payment 
QUALITY-BASED HEALTH HOME PAYMENTS. 
subchapter, the commission, after consulting 
committee, may develop and implement 
systems for health homes designed to improve 
6 guality of care and reduce the provision of unnecessary medical 
7 services. A guality-based payment system developed under this 
8 section must: 
9 (1) base payments made to a participating enrollee's 
10 health home on guality and efficiency measures that may include 
11 measurable wellness and prevention criteria and use of 
12 evidence-based best practices, sharing a portion of any realized 
13 cost savings achieved by the health home, and ensuring guality of 
14 care outcomes, including a reduction in potentially preventable 
15 events; and 
16 (2) allow for the examination of measurable wellness 
17 and prevention criteria, use of evidence-based best practices, and 
18 quality of care outcomes based on the type of primary or specialty 
19 care provider practice. 
20 (b) The commission may develop a guality-based payment 
21 system for health homes under this subchapter only if implementing 
22 the systeIII would be feasible and cost-effective. 
23 Sec. 536.103. PROVIDER ELIGIBILITY. To be eligible to 
24 receive reimbursement under a guality-based payment system under 
25 this subchapter, a health home provider must: 
26 (1) provide participating enrollees, directly or 
27 indirectly, with access to health care services outside of regular 
• 
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1 business hours; 
2 (2) educate participating enrollees about the 
3 availability of health care services outside of regular business 
4 hours; and 
5 (3) provide evidence satisfactory to the commission 
6 that the provider meets the requirement of Subdivision (1). 
7 [Sections 536.104-536.150 reserved for expansion) 
8 SUBCHAPTER D. QUALITY-BASED HOSPITAL REIMBURSEMENT SYSTEM 
9 Sec. 5 3 6 • 151 [ § n . 9 B). .::C.:::.OL::;L:::;E::..:C::..:T::..:I::..::O:!:N~-!.!A~ND:::....-----"R~E::.!P:...::O~R!..::Tc:::I;!;:N::::G __ O::::..::..F 
10 CERTAIN [WQSPIWA~ W~A~WW) INFORMATION [~XGWANS~). (a) [1ft tHis 
11 seetie:R, ""eteRtially "re'leRtasle reaEilRiseieR" meaRS a retYIR 
12 fles"i~aliBatieR af a ,BISSR \litHiR a "eriea elleeifiea sOl' 1:se 
13 eemmissieR toRat resylts fram aefieieReies iR tAe sare Br treatmeRt 
14 ,;revises ts 1:ae "elssR e\:irifl~ a ,reyisYs a9sjii'tl:al eta!!' 8!' fram 
15 aefieieAsies iR ,est RBspital eissaar'je fells\.' \i,. ~Re term aees 
16 Ret iRs!YSe a aBs,ital reasmissieR Resessitatea sy taB eesarreRee 
17 af QRrelatea eveRts after tRe aisBRar§e. ~Re term iR61ases tRe 
18 reaamissisR 8f a ,elssR te a sBs,ital fer I 
19 [( 1) tae same eeflEiitisR Bf Ilreees1:ire fal' l1RiSR tAB 
20 ,alseR T.13S IIrevie\isly asmi1:tes, 
21 [(d) aft iftfeetieft er etAer eelRlJlieatieR resl:lltis~ frem 
22 sare IIrefJie\isly IIreviaeEi, 
23 [(3) a eeAaitieA Sf ~raeeB\ire taat iAsisates 6aat a 
24 sl:lr~ieal iflterVefttisR ~erfarlReEi Eil:lriR~ a ~revis\ie asmiesisR ..rae 
25 \iRs\iseessf\i! is a6RieviR~ tRe aRtieilla'Eee s\3:'Essme, er 
26 [( 4) aRstaer eSAsitisR sr ~lSeeal:lre af a similar 
27 Ra'EYre» as ae1:erlRiRea sy 'ERe e)[esY1:ive eelRlRissieRer, 
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1 [+e+] The executive commissioner shall adopt rules for 
2 identifying potentially preventable readmissions of child health 
3 plan program enrollees and Medicaid recipients and potentially 
4 preventable complications experienced by child health plan program 
5 enrollees and Medicaid recipients. The [aRe tae] commission shall 
6 collect [ellsaaRlje] data from -- [~] hospitals on 
7 present-on-admission indicators for purposes of this section. 
8 ill [+e+] The commission shall establish a [aealta 
9 iRf8l'matieR eneaaRlje] program to provide a [eliSaaRlje] confidential 
10 report to [iRfermatieR \:ita] each hospital in this state that 
11 participates in the child health plan or Medicaid program regarding 
12 the hospital's performance with respect to potentially preventable 
13 readmissions and potentially preventable complications. To the 
14 extent possible, a report provided under this section should 
15 include potentially preventable readmissions and potentially 
16 preventable complications information across all child health plan 
17 and Medicaid program payment systems. A hospital shall distribute 
18 the information contained in the report [reeeivee frem tae 
19 eeRlRlissieR] to physicians and other health care providers providing 
20 services at the hospital. 
21 (c) A report provided to a hospital under this section is 
22 confidential and is not subj ect to Chapter 552. 
23 Sec. 536.152. REIMBURSEMENT ADJUSTMENTS. (a) Subject to 
24 Subsection (b), using the data collected under Section 536.151 and 
25 the diagnosis-related groups (DRG) methodolOgy implemented under 
26 Section 536.005, the commission, after consulting with the advisory 




1 and Medicaid reimbursements to hospitals, including payments made 
2 under the disproportionate share hospitals and upper payment limit 
3 supplemental payment programs, in a manner that may reward or 
4 penalize a hospital based on the hospital's performance with 
5 respect to exceeding, or failing to achieve, outcome and process 
6 measures developed under Section 536.003 that address the rates of 
7 potentially preventable readmissions and potentially preventable 
8 complications. 
9 (b) The commission must provide the report required under 
10 Section 536.l5l(b) to a hospital at least one year before the 
11 commission adjusts child health plan and Medicaid reimbursements to 
12 the hospital under this section. 
13 [Sections 536.153-536.200 reserved for expansion] 
14 SUBCHAPTER E. QUALITY-BASED PAYMENT INITIATIVES 
15 Sec. 536.201. DEFINITION. In this subchapter, "payment 
16 initiative" means a quality-based payment initiative established 
17 under this subchapter. 
18 Sec. 536.202. PAYMENT INITIATIVES; DETERMINATION OF 
19 BENEFIT TO STATE. (a) The commission shall, after consulting with 
20 the advisory committee, establish payment initiatives to test the 
21 effectiveness of quality-based payment systems, alternative 
22 payment methodologies, and high-quality, cost-effective health 
23 care delivery models that provide incentives to physicians and 
24 other health care providers to develop health care interventions 
25 for child health plan program enrollees or Medicaid recipients, or 
26 both, that will: 
27 (1) improve the quality of health care provided to the 
• • 
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(2) reduce potentially preventable events; 
(3 l promote prevention and wellness; 
(4) increase the use of evidence-based best practices; 
(5) increase appropriate physician and other health 




(6) contain costs. 
(b) The commission shall: 
(I) establish a process by which managed care 
10 organizations and physicians and other health care providers may 
11 submit proposals for payment initiatives described by Subsection 
12 (a); and 
13 (2) determine whether it is feasible and 
14 cost-effective to implement one or more of the proposed payment 
15 initiatives. 
16 Sec. 536.203. PURPOSE AND IMPLEMENTATION OF PAYMENT 
17 INITIATIVES. (a) If the commission determines under Section 
18 536.202 that implementation of one or more payment initiatives is 
19 feasible and cost-effective for this state, the commission shall 
20 establish one or more payment initiatives as provided by this 
21 subchapter. 
22 (b) The commission shall administer any payment initiative 
23 established under this subchapter. The executive commissioner may 
24 adopt rules, plans, and procedures and enter into contracts and 
25 other agreements as the executive commissioner considers 
26 appropr iate and necessary to administer this subchapter. 







(1) one or more regions in this state; 
(2) one or more organized networks of physicians and 
3 other health care providers; or 
4 (3) specified types of services provided under the 
5 child health plan or Medicaid program, or specified types of 
6 enrollees or recipients under those programs. 
7 (d) A payment initiative implemented under this subchapter 
8 must be operated for at least one calendar year. 
9 Sec. 536.204. STANDARDS; PROTOCOLS. (a) The executive 
10 commissioner shall: 
11 (1) consult with the advisory committee to develop 
12 quality of care and cost-efficiency benchmarks and measurable goals 
13 that a payment initiative must meet to ensure high-quality and 
14 cost-effective health care services and healthy outcomes; and 
15 (2) approve benchmarks and goals developed as provided 
16 by Subdivision (1). 
17 (b) In addition to the benchmarks and goals under Subsection 
18 (a), the executive commissioner may approve efficiency performance 
19 standards that may include the sharing of realized cost savings 
20 with physicians and other health care providers who provide health 
21 care services that exceed the efficiency performance standards. 
22 The efficiency performance standards may not create any financial 
23 incentive for or involve making a payment to a physician or other 
24 health care provider that directly or indirectly induces the 
25 limitation of medically necessary services. 
26 Sec. 536.205. PAYMENT RATES UNDER PAYMENT INITIATIVES. The 
27 executive commissioner may contract with appropriate entities, 
• • 
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1 inc 1uding gualif ied actuar ies, to assist in determining 
2 appropriate payment rates for a payment initiative implemented 
3 under this subchapter. 
4 (b) The Health and Human Services Commission shall convert 
5 the hospital reimbursement systems used under the child health plan 
6 program under Chapter 62, Health and Safety Code, and medical 
7 assistance program under Chapter 32, Human Resources Code, to the 
8 diagnosis-related groups (DRG) methodology to the extent possible 
9 as required by Section 536.005, Government Code, as added by this 
10 section, as soon as practicable after the effective date of this 
11 Act, but not later than: 
12 (1) September 1, 2013, for reimbursements paid to 
13 children's hospitals; and 
14 (2) September 1, 2012, for reimbursements paid to 
15 other hospitals under those programs. 
16 (c) Not later than September 1, 2012, the Health and Human 
17 Services Commission shall begin providing performance reports to 
18 hospitals regarding the hospitals' performances with respect to 
19 potentially preventable complications as required by Section 
20 536.151, Government Code, as designated and amended by this 
21 section. 
22 (d) Subject to Subsection (b), Section 536.004, Government 
23 Code, as added by this section, the Health and Human Services 
24 Commission shall begin making adjustments to child health plan and 
25 Medicaid reimbursements to hospitals as required by Section 
26 536.152, Government Code, as added by this section: 
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1 hospitals' performances with respect to reducing potentially 
2 preventable readmissions; and 
3 (2) not later than September 1, 2013, based on the 
4 hospitals' performances with respect to reducing potentially 
5 preventable complications. 
6 SECTION 1.13. (a) The heading" to Section 531. 912, 
7 Government Code, is amended to read as follows: 
8 Sec. 531. 912 . .:::.C.:::.OM:=M:.!O~N~_..!P..!E:!:R~F~O:!:R!!M!.!A::.N.:::.CE:::..-._..!M!!E~A:::S:.::U:!:R:::E~M:::E:!:N..!T.::S_--.:A:.::N=D 
9 PAY-FOR-PERFORMANCE INCENTIVES FOR [~gAbI~¥ QF SARE HEAL~H 
10 INFQRH"'_~IQN EXSHANSE WI~H] CERTAIN NURSING FACILITIES. 
11 (b) Subsections (b), (c), and (f), Section 531.912, 
12 Government Code, are amended to read as follows: 
13 (b) If feasible, the executive commissioner by rule may 
14 [sAall] establish an incentive payment proqram for [a Ef\iality sf 
15 eare RealeR iRfermatieR eueAaR~e rJlitl=l] nursing facilities that 
16 choose to participate. The [iR a] program must be designed to 
17 improve the quality of care and services provided to medical 
18 assistance recipients. Subject to Subsection (f), the program may 
19 provide incentive payments in accordance with this section to 
20 encourage facilities to participate in the program. 
21 (c) In establishing an incentive payment [a ~~ality sf saze 
22 AealtA iRfszlllatieR ellsAaR!Je] program under this section, the 
23 executive commissioner shall, subject to Subsection (d), adopt 
24 common [eHel=laR~e iRfel'lRatieR TJlita. !3al'tieipatiR~ Rl:lrsiR~ fasilities 
25 ze!JazaiR!J] performance measures to be used in evaluating nursing 
26 facilities that are related to structure, process, and outcomes 
27 that positively correlate to nursing facility quality and 
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1 improvement. The common performance measures: 
2 
3 
(1) must be: 
(A) recognized by the executive commissioner as 
4 valid indicators of the overall quality of care received by medical 
5 assistance recipients; and 
6 (B) designed to encourage and reward 
7 evidence-based practices among nursing facilities; and 
8 
9 
(2) may include measures of: 
(A) quality of care, as determined by clinical 
10 performance ratings published by the federal Centers for Medicare 
11 and Medicaid Services, the Agency for Healthcare Research and 
12 Quality, or another federal agency [~l ; 
l3 
14 
(B) direct-care staff retention and turnover; 
(C) recipient satisfaction~, __ ~i~n~c~l~u~d~1='n~g __ ~t~h~e 
15 satisfaction of recipients who are short-term and long-term 
16 residents of facilities, and family satisfaction, as determined by 
17 the Nursing Home Consumer Assessment of Health Providers and 
18 Systems survey relied upon by the federal Centers for Medicare and 
19 Medicaid Services; 
20 
21 
(D) employee satisfaction and engagement; 
(E) the incidence of preventable acute care 




(F) regulatory compliance; 
(G) level of person-centered care; and 
(H) direct-care staff training, including a 
26 facility's [le'll'el sf sssl:1paasy Sf sf faeilityl utilization of 




1 of direct-care staff. 
2 (f) The commission may make incentive payments under the 
3 program only if money is [sileeifieally1 appropriated for that 
4 purpose. 
5 (c) The Department of Aging and Disability Services shall 
6 conduct a study to evaluate the feasibility of expanding any 
7 incentive payment program established for nursing facilities under 
8 Section 531.912, Government Code, as amended by this section, by 
9 providing incentive payments for the following types of providers 
10 of long-term care services, as defined by Section 22.0011, Human 
11 Resources Code, under the medical assistance program: 
12 (1) intermediate care facilities for persons with 
13 mental retardation licensed under Chapter 252, Health and Safety 
14 Code i and 
15 (2) providers of home and community-based services, as 
16 described by 42 U.S.C. Section 1396n(c), who are licensed or 
17 otherwise author ized to provide those services in this state. 
18 (d) Not later than September 1, 2012, the Department of 
19 Aging and Disability Services shall submit to the legislature a 
20 written report containing the findings of the study conducted under 
21 Subsection (c) of this section and the department's 
22 recommendations. 
23 SECTION 1.14. Section 780.004, Health and Safety Code, is 
24 amended by amending Subsection (a) and adding Subsection (j) to 
25 read as follows: 
26 
27 
(a) The commissioner.!. 
ill [71 with advice and counsel from the chairpersons 
84 
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1 of the trauma service area regional advisory councils, shall use 
2 money appropriated from the account established under this chapter 
3 to fund designated trauma facilities, county and regional emergency 
4 medical services, and trauma care systems in accordance with this 
5 section, and 
6 (2) after consulting with the executive commissioner 
7 of the Health and Human Services Commission, may transfer to an 
8 account in the general revenue fund money appropriated from the 
9 account established under this chapter to maximize the receipt of 
10 federal funds under the medical assistance program established 













reimbursement payments as provided by Subsection (j). 
(j) Money in the account described by Subsection (a)(2) may 
be appropr iated only to the Health and Human Services Commission to 
fund provider reimbursement payments under the medical assistance 
program established under Chapter 32, Human Resources Code, 
including reimbursement enhancements to the statewide dollar 
amount (SDA) rate used to reimburse designated trauma hospitals 
under the program. 
SECTION 1.15. Subchapter B, Chapter 531, Government Code, 
is amended by adding Sections 531.0696 and 531.0697 to read as 
follows: 
Sec. 531.0696. CONSIDERATIONS IN AWARDING CERTAIN 
24 CONTRACTS. The commission may not contract with a managed care 
25 organization, including a health maintenance organization, or a 
26 pharmacy benefit manager if, in the preceding three years, the 
27 organization or pharmacy benefit manager, in connection with a bid, 
• 
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1 proposal, or contract with the commission, was subject to a final 
2 judgment by a court of competent jurisdiction resulting in a 
3 conviction for a cr imina1 offense under state or federal law: 
4 (1) related to the delivery of an item or service; 
5 (2) related to neglect or abuse of patients in 
6 connection with the delivery of an item or service; 
7 (3) consisting of a felony related to fraud, theft, 
8 embezzlement, breach of fiduciary responsibility, or other 
9 financial misconduct; or 
10 (4) resulting in a penalty or fine in the amount of 
11 $500,000 or more in a state or federal administrative proceeding. 
12 Sec. 531.0697. PRIOR APPROVAL AND PROVIDER ACCESS TO 
13 CERTAIN COMMUNICATIONS WITH CERTAIN RECIPIENTS. (a) This section 
14 applies to: 
15 (1) the vendor drug program for the Medicaid and child 
16 health plan programs; 
17 
18 
(2) the kidney health care program; 
(3) the children with special health care needs 
19 program; and 
20 (4) any other state program administered by the 
21 commission that provides prescription drug benefits. 
22 (b) A managed care organization, including a health 
23 maintenance organization, or a pharmacy benefit manager, that 
24 administers claims for prescription drug benefits under a program 
25 to which this section applies shall, at least 10 days before the 
26 date the organization or pharmacy benefit manager intends to 
27 deliver a cOIlUllunication to reCipients collectively under a program: 
• • 
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1 (1) submit a coPy of the communication to the 
2 commission for approval; and 
3 (2) if applicable, allow the pharmacy providers of 
4 recipients who are to receive the communication access to the 
5 communication. 
6 SECTION 1.16. (a) Subchapter A, Chapter 61, Health and 
7 Safety Code, is amended by adding Section 61. 012 to read as follows: 
8 Sec. 61.012. REIMBURSEMENT FOR SERVICES. (a) In this 
9 section, "sponsored alien" means a person who has been lawfully 
10 admitted to the United States for permanent residence under the 
11 Immiqration and Nationality Act (8 U.S.C. Section 1101 et seg.) and 
12 who, as a condition of admission, was sponsored by a person who 
13 executed an affidavit of support on behalf of the person. 
14 (b) A public hospital or hospital district that provides 
15 health care services to a sponsored alien under this chapter may 
16 recover from a person who executed an affidavit of support on behalf 
17 of the alien the costs of the health care services provided to the 
18 alien. 
19 (c) A public hospital or hospital distr ict described by 
20 Subsection (b) must notify a sponsored alien and a person who 
21 executed an affidavit of support on behalf of the alien, at the time 
22 the alien applies for health care services, that a person who 
23 executed an affidavit of support on behalf of a sponsored alien is 
24 liable for the cost of health care services provided to the alien. 
25 (b) Section 61. 012, Health and Safety Code, as added by this 
26 section, applies only to health care services provided by a public 
27 hospital or hospital district on or after the effective date of this 
• • 
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1 Act. 
2 SECTION 1.17. Subchapter B, Chapter 531, Government Code, 
3 is amended by adding Sections 531.024181 and 531.024182 to read as 
4 follows: 
5 Sec. 531.024181. VERIFICATION OF IMMIGRATION STATUS OF 
6 APPLICANTS FOR CERTAIN BENEFITS WHO ARE QUALIFIED ALIENS. 
7 (a) This section applies only with respect to the following 
8 benefits programs: 
9 (1) the child health plan program under Chapter 62, 
10 Health and Safety Code; 
11 (2) the financial assistance program under Chapter 31, 
12 Human Resources Code; 
13 (3) the medical assistance program under Chapter 32, 
14 Human Resources Code; and 
15 (4) the nutritional assistance program under Chapter 
16 33, Human Resources Code. 
17 (b) If, at the time of application for benefits under a 
18 program to which this section applies, a person states that the 
19 person is a qualified alien, as that term is defined by 8 U.S.C. 
20 Section 1641(b), the commission shall, to the extent allowed by 
21 federal law, verify information regarding the immigration status of 
22 the person using an automated system or systems where available. 
23 (c) The executive commissioner shall adopt rules necessary 
24 to implement this section. 
25 (d) Nothing in this section adds to or changes the 
26 eligibility requirements for any of the benefits programs to which 




Sec. 531. 024182. VERIFICATION OF SPONSORSHIP INFORMATION 
2 FOR CERTAIN BENEFITS RECIPIENTS; REIMBURSEMENT. (a) In this 
3 section, "sponsored alien" means a person who has been lawfully 
4 admitted to the United States for permanent residence under the 
5 Immigration and Nationality Act (8 U.S.C. Section 1101 et seq.) and 
6 who, as a condition of admission, was sponsored by a person who 
7 executed an affidavit of support on behalf of the person. 
8 (b) If, at the time of application for benefits, a person 
9 stated that the person is a sponsored alien, the commission may, to 
10 the extent allowed by federal law, verify information relating to 
11 the sponsorShip, using an automated system or systems where 
12 available, after the person is determined eligible for and begins 
13 receiving benefits under any of the following benefits programs: 
14 (1) the child health plan program under Chapter 62, 
15 Health and Safety Code; 
16 (2) the financial assistance program under Chapter 31, 
17 Human Resources Code; 
18 (3) the medical assistance program under Chapter 32, 
19 Human Resources Code; or 
20 (4) the nutritional assistance program under Chapter 
21 33, Human Resources Code. 
22 (c) If the commission verifies that a person who receives 
23 benefits under a program listed in Subsection (b) is a sponsored 
24 alien, the commission may seek reimbursement from the person's 
25 sponsor for benefits provided to the person under those programs to 
26 the extent allowed by federal law, provided the commission 
27 determines that seeking reimbursement is cost-effective. 
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1 (d) If, at the time a person applies for benefits under a 
2 program listed in Subsection (b), the person states that the person 
3 is a sponsored alien, the commission shall make a reasonable effort 
4 to notify the person that the commission may seek reimbursement 
5 from the person's sponsor for any benefits the person receives 
6 under those programs. 
7 (e) The executive commissioner shall adopt rules necessary 
8 to implement this section, including rules that specify the most 
9 cost-effective procedures by which the commission may seek 
10 reimbursement under Subsection (c). 
11 (f) Nothing in this section adds to or changes the 
12 eligibility requirements for any of the benefits programs listed in 
13 Subsection (b). 
14 SECTION 1.18. Subchapter B, Chapter 32, Human Resources 
15 Code, is amended by adding Section 32.0314 to read as follows: 
16 Sec. 32.0314. REIMBURSEMENT FOR DURABLE MEDICAL EQUIPMENT 
17 AND SUPPLIES. The executive commissioner of the Health and Human 
18 Services Commission shall adopt rules requir ing the electronic 
19 submission of any claim for reimbursement for durable medical 
20 equipment and supplies under the medical assistance proqram. 
21 SECTION 1.19. (a) Subchapter A, Chapter 531, Government 
22 Code, is amended by adding Section 531.0025 to read as follows: 
23 Sec. 531.0025. RESTRICTIONS ON AWARDS TO FAMILY PLANNING 
24 SERVICE PROVIDERS. (a) Notwithstanding any other law, money 
25 appropriated to the Department of State Health Services for the 
26 purpose of providing family planning services must be awarded: 
27 (1) to eligible entities in the following order of 
• • 
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1 descending priority: 
2 (A) public entities that provide family planning 
3 services, including state, county, and local community health 
4 clinics and federally qualified health centers; 
5 (B) nonpublic entities that provide 
6 comprehensive primary and preventive care services in addition to 
7 family planning services; and 
8 (C) nonpublic entities that provide family 
9 planning services but do not provide comprehensive pr imary and 
10 preventive care services; or 
11 (2) as otherwise directed by the legislature in the 
12 General Appropr iations Act. 
13 (b) Notwithstanding Subsection (a), the Department of State 
14 Health Services shall, in compliance with federal law, ensure 
15 distribution of funds for family planning services in a manner that 
16 does not severely limit or eliminate access to those services in any 
17 region of the state. 
18 (b) Section 32.024, Human Resources Code, is amended by 
19 adding Subsection (c-1) to read as follows: 
20 (c-l) The department shall ensure that money spent for 
21 purposes of the demonstration project for women's health care 
22 services under former Section 32.0248, Human Resources Code, or a 
23 similar successor program is not used to perform or promote 
24 elective abortions, or to contract with entities that perform or 
25 promote elective abortions or affiliate with entities that perform 
26 or promote elective abortions. 
27 SECTION 1. 20. Subchapter B, Chapter 32, Human Resources 
• • 
S. B. No.7 
1 Code, is amended by adding Section 32.074 to read as follows: 
2 Sec. 32.074. ACCESS TO PERSONAL EMERGENCY RESPONSE SYSTEM. 
3 (al In this section, "personal emergency response system" has the 
4 meaning assigned by Section 781.001, Health and Safety Code. 
5 (bl The department shall ensure that each Medicaid 
6 recipient enrolled in a home and community-based services waiver 
7 program that includes a personal emergency response system as a 
8 service has access to a personal emergency response system, if 
9 necessary, without regard to the recipient's access to a landline 
10 telephone. 
11 SECTION 1.21. Chapter 33, Human Resources Code, is amended 
12 by adding Section 33.029 to read as follows: 
l3 Sec. 33.029. CERTAIN ELIGIBILITY RESTRICTIONS. 
14 Notwithstanding any other provision of this chapter, an applicant 
15 for or recipient of benefits under the supplemental nutrition 
16 assistance program is not entitled to and may not receive or 
17 continue to receive any benefit under the program if the applicant 
18 or recipient is not legally present in the United States. 
19 SECTION 1.22. If before implementing any provision of this 
20 article a state agency determines that a waiver or authorization 
21 from a federal agency is necessary for implementation of that 
22 provision, the agency affected by the provision shall request the 
23 waiver or authorization and may delay implementing that provision 
24 until the waiver or authorization is granted. 




SECTION 2.01. (al The legislature finds that it would 
• • 
S.B. NO.7 
1 benefit the State of Texas to: 
2 (1) explore innovative health care delivery and 
3 payment models to improve the quality and efficiency of health care 
4 in this state; 
5 
6 
(2) improve health care transparency; 
(3) give health care providers the flexibility to 
7 collaborate and innovate to improve the quality and efficiency of 
8 health care; and 
9 (4) create incentives to improve the quality and 
10 efficiency of health care. 
11 (b) The legislature finds that the use of certified health 
12 care collaboratives will increase pro-competitive effects as the 
13 ability to compete on the basis of quality of care and the 
14 furtherance of the quality of care through a health care 
15 collaborative will overcome any anticompetitive effects of joining 
16 competitors to create the health care collaboratives and the 
17 payment mechanisms that will be used to encourage the furtherance 
18 of quality of care. Consequently, the legislature finds it 
19 appropriate and necessary to authorize health care collaboratives 
20 to promote the efficiency and quality of health care. 
21 (c) The legislature intends to exempt from antitrust laws 
22 and provide immunity from federal antitrust laws through the state 
23 action doctrine a health care collaborative that holds a 
24 certificate of authority under Chapter 848, Insurance Code, as 
25 added by Article 4 of. this Act, and that collaborative's 
26 negotiations of contracts with payors. The legislature does not 
27 intend or authorize any person or entity to engage in activities or 
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1 to conspire to engage in activities that would constitute per se 
2 violations of federal antitrust laws. 
3 (d) The legislature intends to permit the use of alternative 
4 payment mechanisms, including bundled or global payments and 
5 quality-based payments, among physicians and other health care 
6 providers participating in a health care collaborative that hplds a 
7 certificate of authority under Chapter 848, Insurance Code, as 
8 added by Article 4 of this Act. The legislature intends to 
9 authorize a health care collaborative to contract for and accept 
10 payments from governmental and private payors based on alternative 
11 payment mechanisms, and intends that the receipt and distribution 
12 of payments to participating physicians and health care providers 
13 is not a violation of any existing state law. 
14 ARTICLE 3. TEXAS INSTITUTE OF HEALTH CARE QUALITY AND EFFICIENCY 
15 SECTION 3.01. Title 12, Health and Safety Code, is amended 
16 by adding Chapter 1002 to read as follows: 
17 CHAPTER 1002. TEXAS INSTITUTE OF HEALTH CARE QUALITY AND 
EFFICIENCY 





Sec. 1002.001. DEFINITIONS. In this chapter: 
(1) "Board" means the board of directors of the Texas 
22 Institute of Health Care Quality and Efficiency established under 
23 this chapter. 
24 (2) "Commission" means the Health and Human Services 
25 Commission. 
26 (3) "Department" means the Department of State Health 
27 Services. 
• • 
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1 (4) "Executive commissioner" means the executive 
2 commissioner of the Health and Human Services Commission. 
3 (5) "Health care collaborative" has the meaning 





9 Chapter 243 i 
10 
11 
(6) "Health care facility" means: 
(A) a hospital licensed under Chapter 241; 
(B) an institution licensed under Chapter 242; 
(C) an ambulatory surgical center licensed under 
(0) a birthing center licensed under Chapter 244; 
(E) an end stage renal disease facility licensed 
12 under Chapter 251; or 
13 (F) a freestanding emergency medical care 
14 facility licensed under Chapter 254. 
15 (7) "Institute" means the Texas Institute of Health 
16 Care Quality and Efficiency established under this chapter. 
17 (8) "Potentially preventable admission" means an 
18 admission of a person to a hospital or long-term care facility that 
19 may have reasonably been prevented with adequate access to 
20 ambulatory care or health care coordination. 
21 (9) "Potentially preventable ancillary service" means 
22 a health care service provided or ordered by a physician or other 
23 health care provider to supplement or support the evaluation or 
24 treatment of a patient, including a diagnostic test, laboratory 
25 test, therapy service, or radiology service, that may not be 




1 (10) "Potentially preventable complication" means a 
2 harmful event or negative outcome with respect to a person, 
3 including an infection or surgical complication, that: 
4 (A) occurs after the person's admission to a 
5 hospital or long-term care facility; and 
6 (B) may have resulted from the care, lack of 
7 care, or treatment provided during the hospital or long-term care 
8 facility stay rather than from a natural progression of an 
9 underlying disease. 
10 (11) "Potentially preventable event" means a 
11 potentially preventable admission, a potentially preventable 
12 ancillary service, a potentially preventable complication, a 
13 potentially preventable emergency room visit, a potentially 
14 preventable readmission, or a combination of those events. 
15 (12) "Potentially preventable emergency room visit" 
16 means treatment of a person in a hospital emergency room or 
17 freestanding emergency medical care facility for a condition that 
18 may not require emergency medical attention because the condition" 
19 could be, or could have been, treated or prevented by a physician or 
20 other health care provider in a nonemergency setting. 
21 (13) "Potentially preventable readmission" means a 
22 return hospitalization of a person within a period specified by the 
23 commission that may have resulted from deficiencies in the care or 
24 treatment provided to the person dur ing a previous hospital stay or 
25 from deficiencies in post-hospital discharge follow-up. The term 
26 does not include a hospital readmission necessitated by the 
27 occurrence of unrelated events after the disCharge. The term 
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1 includes the readmission of a person to a hospital for: 
2 (A) the same condition or procedure for which the 
3 person was previously admitted; 
4 (B) an infection or other complication resulting 
5 from care previously provided; or 
6 (C) a condition or procedure that indicates that 
7 a surgical intervention performed during a previous admission was 
8 unsuccessful in achieving the anticipated outcome. 
9 Sec. 1002.002. ESTABLISHMENT; PURPOSE. The Texas Institute 
10 of Health Care Quality and Efficiency is established to improve 
11 health care quality, accountability, education, and cost 
12 containment in this state by encouraging health care provider 
13 collaboration, effective health care delivery models, and 
14 coordination of health care services. 
15 [Sections 1002.003-1002.050 reserved for expansion] 
16 SUBCHAPTER B. ADMINISTRATION 
17 Sec. 1002.051. APPLICATION OF SUNSET ACT. The institute is 
18 sub; ect to Chapter 325, Government Code (Texas Sunset Act). Unless 
19 continued in existence as provided by that chapter, the institute 
20 is abolished and this chapter expires September 1, 2017. 
21 Sec. 1002.052. COMPOSITION OF BOARD OF DIRECTORS. (a) The 
22 institute is governed by a board of 15 directors appointed by the 
23 governor. 
24 (b) The following ex officio, nonvoting members also serve 
25 on the board: 
26 (1) the commissioner of the department; 




1 (3) the commissioner of insurance; 
2 (4) the executive director of the Employees Retirement 
3 System of Texas; 
4 (5) the executive director of the Teacher Retirement 
5 System of Texas; 
6 (6) the state Medicaid director of the Health and 
7 Human Services Commission; 
8 
9 
(7) the executive director of the Texas Medical Board; 
(8) the commissioner of the Department of Aging and 
10 Disability Services; 
11 (9) the executive director of the Texas Workforce 
12 Commission; 
13 (10) the commissioner of the Texas Higher Education 
14 Coordinating Board; and 
15 (11) a representative from each state agency or system 
16 of higher education that purchases or provides health care 
17 services, as determined by the governor. 
18 (c) The governor shall appoint as board members health care 
19 providers, payors, consumers, and health care quality experts or 
20 persons who possess expertise in any other area the governor finds 
21 necessary for the successful operation of the institute. 
22 (d) A person may not serve as a voting member of the board if 
23 the person serves on or advises another board or advisory board of a 
24 state agency. 
25 Sec. 1002.053. TERMS OF OFFICE.' (a) Appointed members of 
26 the board serve staggered terms of four years, with the terms of as 
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each odd-numbered year. 
(b) Board members may serve consecutive terms. 
Sec. 1002.054. ADMINISTRATIVE SUPPORT. (a) The institute 
is administratively attached to the commission. 
(b) The commission shall coordinate administrative 
responsibilities with the institute to streamline and integrate the 
institute's administrative operations and avoid unnecessary 
duplication of effort and costs. 
(c) The institute may collaborate with, and coordinate its 
administrative functions, including functions related to research 
and reporting activities with, other public or private entities, 
including academic institutions and nonprofit organizations, that 
perform research on health care issues or other topics consistent 
with the purpose of the institute. 
Sec. 1002.055. EXPENSES. (a) Members of the board serve 
without compensation but, subject to the availability of 
appropriated funds, may receive reimbursement for actual and 
necessary expenses incurred in attending meetings of the board. 
(b) Information relating to the billing and payment of 
expenses under this section is subject to Chapter 552, Government 
Code. 
Sec. 1002.056. OFFICER; CONFLICT OF INTEREST. (a) The 
governor shall designate a member of the board as presiding officer 
to serve in that capacity at the pleasure of the governor. 
(b) Any board member or a member of a committee formed by the 
26 board with direct interest, personally or through an employer, in a 




1 actions on the matter in which the conflict of interest arises and 
2 shall further abstain on any vote on the matter, and may not 
3 otherwise participate in a decision on the matter. 
4 
5 
(c) Each board member shall: 
(1) file a conflict of interest statement and a 
6 statement of ownership interests with the board to ensure 
7 disclosure of all existing and potential personal interests related 
8 to board business; and 
9 (2) update the statements descr ibed by Subdivision (1) 
10 at least annually. 
11 (d) A statement filed under Subsection (c) is subject to 
12 Chapter 552, Government Code. 
13 Sec. 1002.057. PROHIBITION ON CERTAIN CONTRACTS AND 
14 EMPLOYMENT. (a) The board may not compensate, employ, or contract 
15 with any individual who serves as a member of the board of, or on an 
16 advisory board or advisory committee for, any other governmental 
17 body, including any agency, council, or committee, in this state. 
18 (b) The board may not compensate, emplOY, or contract with 
19 any person that provides financial support to the board, including 
20 a person who provides a gift, grant, or donation to the board. 
21 Sec. 1002.058. MEETINGS. (a) The board may meet as often 
22 as necessary, but shall meet at least once each calendar guarter. 
23 (b) The board shall develop and implement policies that 
24 provide the public with a reasonable opportunity to appear before 
25 the board and to speak on any issue under the authority of the 
26 institute. 




1 may not be held civilly liable for an act performed, or omission 
2 made, in good faith in the performance of the member's powers and 
3 duties under this chapter. 
4 (b) A cause of action does not arise against a member of the 
5 board for an act or omission described by Subsection (a). 
6 Sec. 1002.060. PRIVACY OF INFORMATION. (a) Protected 
7 health information and individually identifiable health 
8 information collected, assembled, or maintained by the institute is 
9 confidential and is not subject to disclosure under Chapter 552, 
10 Government code. 
11 (b) The institute shall comply with all state and federal 
12 laws and rules relating to the protection, confidentiality, and 
13 transmission of health information, including the Health Insurance 
14 Portability and Accountability Act of 1996 (Pub. L. No. 104-191) 
15 and rules adopted under that Act, 42 U.S.C. Section 290dd-2, and 42 
16 C.F.R. Part 2. 
17 (c) The commission, department, or institute or an officer 
18 or employee of the commission, department, or institute, including 
19 a board member, may not disclose any information that is 
20 confidential under this section. 
21 
22 
(d) Information, documents, and 
confidential as provided by this section 
records that are 
are not subject to 
23 subpoena or discovery and may not be introduced into evidence in any 
24 civil or criminal proceeding. 
25 (e) An off icer or employee of the commission, department, or 
26 institute, including a board member, may not be examined in a civil, 
27 criminal, special, administrative, or other proceeding as to 
• • 
S.B. No.7 
1 information that is confidential under this section. 
2 Sec. 1002.061. FUNDING. (a) The institute may be funded 
3 through the General Appropr iations Act and may request, accept, and 
4 use gifts, grants, and donations as necessary to implement its 
5 functions. 
6 (b) The institute may participate in other 
7 revenue-generating activity that 
8 institute's purposes. 
is consistent with the 
9 (c) Except as otherwise provided by law, each state agency 
10 represented on the board as a nonvoting member shall provide funds 
11 to support the institute and implement this chapter. The 
12 commission shall establish a funding formula to determine the level 
13 of support each state agency is required to provide. 
14 (d) This section does not permit the sale of information 
15 that is conf ident ial under Sect ion 1002.060. 
16 [Sections 1002.062-1002.100 reserved for expansion] 
SUBCHAPTER C. POWERS AND DUTIES 17 
18 Sec. 1002.101. GENERAL POWERS AND DUTIES. The institute 
19 shall make recommendations to the legislature on: 
20 (1) improving quality and efficiency of health care 
21 delivery by: 
22 (A) providing a forum for regulators, payors, and 
23 providers to discuss and make recommendations for initiatives that 
24 promote the use of best practices, increase health care provider 
25 collaboration, improve health care outcomes, and contain health 
26 care costs I 
27 (B) researching, developing, supporting, and 
• • 
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1 promoting strategies to improve the quality and efficiency of 
2 health care in this state; 
3 (C) determining the outcome measures that are the 
4 most effective measures of quality and efficiency: 
5 (i) using nationally accredited measures; 
6 or 
7 (ii) if no nationally accredited measures 
8 exist, using measures based on expert consensus; 
9 (D) reducing the incidence of potentially 
10 preventable events; and 
11 (E) creating a state plan that takes into 
12 consideration the regional differences of the state to encourage 
13 the improvement of the quality and efficiency of health care 
14 services; 
15 (2) improving reporting, consolidation, and 
16 transparency of health care information; and 
17 (3) implementing and supporting innovative health 
18 care collaborative payment and delivery systems under Chapter 848, 
19 Insurance Code. 
20 Sec. 1002.102. GOALS FOR QUALITY AND EFFICIENCY OF HEALTH 
21 CARE; STATEWIDE PLAN. (a) The institute shall study and develop 
22 recommendations to improve the quality and efficiency of health 
23 care delivery in this state, including: 
24 (1) quality-based payment systems that aliqn payment 
25 incentives with high-quality, cost-effective health care; 
26 (2) alternative health care delivery systems that 
27 promote health care coordination and provider collaboration; 
• • 
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1 (3) quality of care and efficiency outcome 
2 measurements that are effective measures of prevention, wellness, 
3 coordination, provider collaboration, and cost-effective health 
4 care; and 
5 (4) meaningful use of electronic health records by 
6 providers and electronic exchange of health information among 
7 providers. 
8 (b) The institute shall study and develop recommendations 
9 for measuring quality of care and efficiency across: 
10 (1) all state employee and state retiree benefit 
11 plans; 
12 (2) employee and retiree benefit plans provided 
13 through the Teacher Retirement System of Texas; 
14 (3) the state medical assistance program under Chapter 
15 32, Human Resources Code; and 
16 
17 
(4) the child health plan under Chapter 62. 
(c) In developing recommendations under Subsection (b), the 
18 institute shall use nationally accredited measures or, if no 
19 nationally accredited measures exist, measures based on expert 
20 consensus. 
21 (d) The institute may study and develop recommendations for 
22 measuring the quality of care and efficiency in state or federally 
23 funded health care delivery systems other than those described by 
24 Subsect ion (b). 
25 (e) In developing recommendations under Subsections (a) and 
26 (b), the institute may not base its recommendations solely on 




1 (f) Using the studies described by Subsections (a) and (b), 
2 the institute shall develop recommendations for a statewide plan 
3 for quality and efficiency of the delivery of health care. 
4 [Sections 1002.103-1002.150 reserved for expansion] 
5 SUBCHAPTER D. HEALTH CARE COLLABORATIVE GUIDELINES AND SUPPORT 
6 Sec. 1002.151. INSTITUTE STUDIES AND RECOMMENDATIONS 
7 REGARDING HEALTH CARE PAYMENT AND DELIVERY SYSTEMS. (a) The 
8 institute shall study and make recommendations for alternative 
9 health care payment and delivery systems. 
10 (b) The institute shall recommend methods to evaluate a 
11 health care collaborative's effectiveness, including methods to 
12 evaluate: 
13 (1) the efficiency and effectiveness of 
14 cost-containment methods used by the collaborative; 
15 (2) alternative health care payment and delivery 
16 systems used by the collaborative; 
17 (3) the quality of care; 
18 (4) health care provider 
19 coordination; 
(5) the protection of patients; 




22 (7) the meaningful use of electronic health records by 
23 providers and electronic eXChange of health information among 
24 providers. 
25 [Sections 1002.152-1002.200 reserved for expansion] 
26 
27 
SUBCHAPTER E. IMPROVED TRANSPARENCY 
Sec. 1002.201. HEALTH CARE ACCOUNTABILITY; IMPROVED 
• • 
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1 TRANSPARENCY. (a) With the assistance of the department, the 
2 institute shall complete an assessment of all health-related data 
3 collected by the state, what information is available to the 
4 public, and how the public and health care providers currently 
5 benefit and could potentially benefit from this information, 
6 including health care cost and quality information. 
7 (b) The institute shall develop a plan: 
8 (1) for consolidating reports of health-related data 
9 from various sources to reduce administrative costs to the state 
10 and reduce the administrative burden to health care providers and 
11 payors; 
12 (2) for improving health care transparency to the 
l3 public and health care providers by making information available in 
14 the most effective format; and 
15 (3) providing recommendations to the legislature on 
16 enhancing existing health-related information available to health 
17 care providers and the public, including provider reporting of 
18 additional information not currently required to be reported under 
19 existing law, to improve quality of care. 
20 Sec. 1002.202. ALL PAYOR CLAIMS DATABASE. (a) The 
21 institute shall study the feasibility and desirability of 
22 establishing a centralized database for health care claims 
23 information across all payors. 
24 
25 
(b) The study described by Subsection (a) shall: 
(1) use the assessment described by Section 1002.201 
26 to develop recommendations relating to the adequacy of existing 
27 data sources for carrying out the state's purposes under this 
• • 
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1 chapter and Chapter 848, Insurance Code; 
2 (2) determine whether the establishment of an all 
3 payor claims database would reduce the need for some data 
4 submissions provided by payors; 
5 (3) identify the best available sources of data 
6 necessary for the state's purposes under this chapter and Chapter 
7 848, Insurance Code, that are not collected by the state under 
8 existing law; 
9 (4) describe how an all payor claims database may 
10 facilitate carrying out the state's purposes under this chapter and 
11 Chapter 848, Insurance Code; 
12 (5) identify national standards for claims data 
13 collection and use, including standardized data sets, standardized 
14 methodology, and standard outcome measures of health care quality 
15 and efficiency; and 
16 (6) estimate the costs of implementing an all payor 
17 claims database, including: 
18 (A) the costs to the state for collecting and 
19 processing data; 
20 (B) the cost to the payors for supplying the 
21 data; and 
22 (C) the available funding mechanisms that might 
23 support an all payor claims database. 
24 (c) The institute shall consult with the department and the 
25 Texas Department of Insurance to develop recommendations to submit 
26 to the legislature on the establishment of the centralized claims 
27 database described by Subsection (a). 
• • 
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SECTION 3.03. On the effective date of this Act: 
(1) the Texas Health Care policy Council established 
5 under Chapter 109, Health and Safety Code, is abolished; and 
6 (2) any unexpended and unobligated balance of money 
7 appropriated by the legislature to the Texas Health Care Policy 
8 Council established under Chapter 109, Health and Safety Code, as 
9 it existed immediately before the effective date of this Act, is 
10 transferred to the Texas Institute of Health Care Quality and 
11 Efficiency created by Chapter 1002, Health and Safety Code, as 
12 added by this Act. 
13 SECTION 3.04. (a) The governor shall appoint voting 
14 members of the board of directors of the Texas Institute of Health 
15 Care Quality and Efficiency under Section 1002.052, Health and 
16 Safety Code, as added by this Act, as soon as practicable after the 
17 effective date of this Act. 
18 (b) In making the initial appointments under this section, 
19 the governor shall designate seven members to terms expiring 
20 January 31, 2013, and eight members to terms expiring January 31, 
21 2015. 
22 SECTION 3.05. (a) Not later than December 1, 2012, the 
23 Texas Institute of Health Care Quality and Efficiency shall submit 
24 a report regarding recommendations for improved health care 
25 reporting to the governor, the lieutenant governor, the speaker of 
26 the house of representatives, and the chairs of the appropriate 
27 standing committees of the legislature outlining: 
• • 
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1 (1) the initial assessment conducted under Subsection 
2 (a), Section 1002.201, Health and Safety Code, as added by this Act; 
3 (2) the plans initially developed under Subsection 
4 (b), Section 1002.201, Health and Safety Code, as added by this Act; 
5 (3) the changes in existing law that would be 
6 necessary to implement the assessment and plans descr ibed by 
7 Subdivisions (1) and (2) of this subsection; and 
8 (4) the cost implications to state agencies, small 
9 businesses, micro businesses, payors, and health care providers to 
10 implement the assessment and plans described by Subdivisions (1) 
11 and (2) of this subsection. 
12 (b) Not later than December 1, 2012, the Texas Institute of 
13 Health Care Quality and Efficiency shall submit a report regarding 
14 recommendations for an all payor claims database to the governor, 
15 the lieutenant governor, the speaker of the house of 
16 representatives, and the chairs of the appropriate standing 
17 committees of the legislature outlining: 
18 (1) the feasibility and desirability of establishing a 
19 centralized database for health care claims; 
20 (2) the recommendations developed under Subsection 
21 (c), Section 1002.202, Health and Safety Code, as added by this Act; 
22 (3) the changes in existing law that would be 
23 necessary to implement the recommendations described by 
24 Subdivision (2) of this subsection; and 
25 (4) the cost implications to state agencies, small 
26 businesses, micro businesses, payors, and health care providers to 





2 SECTION 3.06. (a) The Texas Institute of Health Care 
3 Quality and Efficiency under Chapter 1002, Health and Safety Code, 
4 as added by this Act, with the assistance of and in coordination 
5 with the Texas Department of Insurance, shall conduct a study: 
6 (1) evaluating how the legislature may promote a 
7 consumer-driven health care system, including by increasing the 
8 adoption of high-deductible insurance products with health savings 
9 accounts by consumers and employers to lower health care costs and 
10 increase personal responsibility for health care; and 
11 (2) examining the issue of differing amounts of 
12 payment in full accepted by a provider for the same or similar 
13 health care services or supplies, including bundled health care 
14 services and supplies, and addressing: 
15 (A) the extent of the differences in the amounts 
16 accepted as payment in full for a service or supply; 
17 (B) the reasons that amounts accepted as payment 
18 in full differ for the same or similar services or supplies; 
19 (C) the availability of information to the 
20 consumer regarding the amount accepted as payment in full for a 
21 service or supply; 
22 (D) the effects on consumers of differing amounts 
23 accepted as payment in full; and 
24 (E) potential methods for improving consumers' 
25 access to information in relation to the amounts accepted as 
26 payment in full for health care services or supplies, including the 
27 feasibility and desirability of requir ing providers to: 
• • 
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1 (i) publicly post the amount that is 
2 accepted as payment in full for a service or supply; and 
3 
4 
(ii) adhere to the posted amount. 
(b) The Texas Institute of Health Care Quality and 
5 Efficiency shall submit a report to the legislature outlining the 
6 results of the study conducted under this section and any 





(c) This section expires September 1, 2013. 
ARTICLE 4. HEALTH CARE COLLABORATIVES 
SECTION 4.01. Subtitle C, Title 6, Insurance Code, is 
12 amended by adding Chapter 848 to read as follows: 
13 
14 
CHAPTER 848. HEALTH CARE COLLABORATIVES 
SUBCHAPTER A. GENERAL PROVISIONS 
15 Sec. 848.001. DEFINITIONS. In this chapter: 
16 (1) "Affiliate" means a person who controls, is 





(2) "Health care collaborative" means an entity: 
(A) that undertakes to arrange for medical and 
care services for insurers, health maintenance 
22 organizations, and other payors in exchange for payments in cash or 
23 in kind; 
24 (B) that accepts and distributes payments for 
25 medical and health care services; 
26 (C) that consists of: 







(ii) physicians and other health care 
2 providers; 
3 (iii) physicians and insurers or health 
4 maintenance organizations; or 
5 (iv) physicians, other health care 
6 providers, and insurers or health maintenance organizations; and 
7 (0) that is certified by the commissioner under 
8 this chapter to lawfully accept and distribute payments to 
9 physicians and other health care providers using the reimbursement 
10 methodologies author ized by this chapter. 
11 (3) "Health care services" means services provided by 
12 a physician or health care provider to prevent, alleviate, cure, or 







(A) pharmaceutical services; 
(B) medical, chiropractic, or dental care; and 
(C) hospitalization. 
(4) "Health care provider" means any person, 
partnership, professional association, corporation, facility, or 
institution licensed, certified, registered, or chartered by this 
20 state to provide health care services. The term includes a hospital 
21 but does not include a physician. 
22 (5) "Health maintenance organization" means an 
23 organization operating under Chapter 843. 
24 (6) "Hospital" means a general or special hospital, 
25 including a public or private institution licensed under Chapter 
26 241 or 577, Health and Safety Code. 
27 (7) "Institute" means the Texas Institute of Health 
'" • • 
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1 Care Quality and Efficiency established under Chapter 1002, Health 
2 and Safety Code. 
3 
4 
(8) "Physician" means: 
(A) an individual licensed to practice medicine 
5 in this state; 
6 (B) a professional association organized under 
7 the Texas Professional Association Act (Article l528f, Vernon's 
8 Texas Civil Statutes) or the Texas Professional Association Law by 
9 an individual or group of individuals licensed to practice medicine 
10 in this state; 
11 (C) a partnership or limited liability 
12 partnership formed by a group of individuals licensed to practice 
13 medicine in this state; 
14 (0) a nonprofit health corporation certified 
15 under section 162.001, occupations Code; 
16 (E) a company formed by a group of individuals 
17 licensed to practice medicine in this state under the Texas Limited 
18 Liability Company Act (Article l528n, Vernon's Texas Civil 
19 Statutes) or the Texas Professional Limited Liability Company Law; 
20 or 
21 (F) an organization wholly owned and controlled 
22 by individuals licensed to practice medicine in this state. 
23 (9) "Potentially preventable event" has the meaning 
24 assigned by Section 1002.001, Health and Safety Code. 
25 Sec. 848.002. EXCEPTION: DELEGATED ENTITIES. (a) This 
26 section applies only to an entity, other than a health maintenance 
27 orqanization, that: 
113 -
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1 (1) by itself or through a subcontract with another 
2 entity, undertakes to arrange for or provide medical care or health 
3 care services to enrollees in exchange for predetermined payments 
4 on a prospective basis; and 
5 (2) accepts responsibility for performing functions 
6 that are required by: 
7 (A) Chapter 222, 251, 258, or 1272, as 
8 applicable, to a health maintenance organization; or 
9 (B) Chapter 843, Chapter 1271, Section 1367.053, 
10 Subchapter A, Chapter 1452, or Subchapter B, Chapter 1507, as 
11 applicable, solely on behalf of health maintenance organizations. 
12 (b) An entity described by Subsection (a) is subiect to 
13 Chapter 1272 and is not required to obtain a certificate of 
14 author ity or determination of approval under this chapter. 
15 Sec. 848.003. USE OF INSURANCE-RELATED TERMS BY HEALTH CARE 
16 COLLABORATIVE. A health care collaborative that is not an insurer 
17 or health maintenance organization may not use in its name, 










(1) the following words or initials: 
(A) "insurance"; 
(B) " casualty" ; 
(C) "surety"; 
(D) "mutual" ; 
(E) "health maintenance organization"; or 
(F) "HMO"; or 
(2) any other words or initials that are: 
(A) descriptive of the insurance, casualty, 
• • 
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1 surety, or health maintenance organization business; or 
2 (B) deceptively similar to the name or 
3 description of an insurer, surety corporation, or health 
4 maintenance organization engaging in business in this state. 
5 Sec. 848.004. APPLICABILITY OF INSURANCE LAWS. (a) An 
6 organization may not arrange for or provide health care services to 
7 enrollees on a prepaid or indemnity basis throUgh health insurance 
8 or a health benefit plan, including a health care plan, as defined 
9 by Section 843.002, unless the organization as an insurer or health 
10 maintenance organization holds the appropriate certificate of 
11 authority issued under another chapter of this code. 
12 (b) Except as provided by Subsection (c), the following 
13 provisions of this code apply to a health care collaborative in the 
14 same manner and to the same extent as they apply to an individual or 

























Chapter 803 i and 
Chapter 804. 
remedies available under this 
25 provided by Chapter 541 do not include: 
chapter in the manner 
26 (1) a private cause of action under Subchapter D! 






(2) a class action under Subchapter F, Chapter 541. 
Sec. 848.005. CERTAIN INFORMATION CONFIDENTIAL. 
3 (a) Except as provided by Subsection (b), an application, filing, 
4 or report required under this chapter is public information subject 





(b) The following information is confidential and is not 
subject to disclosure under Chapter 552, Government Code: 
(1) a contract, agreement, or document that 
establishes another arrangement: 
10 (A) between a health care collaborative and a 
11 governmental or private entity for all or part of health care 
12 services provided or arranged for by the health care collaborative; 
13 or 
14 (8) between a health care collaborative and 
15 participating physicians and health care providers; 
16 (2) a written description of a contract, agreement, or 
17 other arrangement descr ibed by Subdivision (1); 
18 (3) information relating to bidding, pricing, or other 
19 trade secrets submitted to: 
20 (A) the department under Sections 848.057(a) (5) 
21 and (6); or 
22 (B) the attorney general under Section 848.059; 
23 (4) information relating to the diagnosiS, treatment, 
24 or health of a patient who receives health care services from a 
25 health care collaborative under a contract for services; and 
26 (5) information relating to quality improvement or 
27 peer review activities of a health care collaborative. 
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1 Sec. 848.006. COVERAGE BY HEALTH CARE COLLABORATIVE NOT 
2 REQUIRED. (a) Except as provided by Subsection (b) and subject to 
3 Chapter 843 and Section 1301. 0625, an individual may not be 
4 required to obtain or maintain coverage under: 
5 (1) an individual health insurance policy written 
6 through a health care collaborative; or 
7 
8 provided 
(2) any plan or program for health care services 
on an individual basis through a health care 
9 collaborative. 
10 (b) This chapter does not reguire an individual to obtain or 
11 maintain health insurance coverage. 
12 (c) Subsection (a) does not apply to an individual: 
13 (1) who is required to obtain or maintain health 
14 benefit plan coverage: 
15 (A) written by an institution of higher education 
16 at which the individual is or will be enrolled as a student; or 
17 (B) under an order requiring medical support for 
18 a child; or 
19 (2) who voluntarily applies for benefits under a state 
20 administered program under Title XIX of the Social Security Act (42 
21 U.S.C. Section 1396 et seq.), or Title XXI of the Social Security 
22 Act (42 U.S.C. Section 1397aa et seg.). 
23 (d) Except as provided by Subsection (e), a fine or penalty 
24 may not be imposed on an individual if the individual chooses not to 
25 obtain or maintain coverage described by Subsection (a) . 
26 (e) Subsection (d) does not apply to a fine or penalty 
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1 individual's failure to obtain or maintain health benefit plan 
2 coverage. 
3 [Sections 848.007-848.050 reserved for expansion) 
4 
5 
SUBCHAPTER B. AUTHORITY TO ENGAGE IN BUSINESS 
Sec. 848.051. OPERATION OF HEALTH CARE COLLABORATIVE. A 
6 health care collaborative that is certified by the department under 
7 this chapter may provide or arrange to provide health care services 
8 under contract with a governmental or private entity. 
9 Sec. 848.052. FORMATION AND GOVERNANCE OF HEALTH CARE 
10 COLLABORATIVE. (a) A health care collaborative is governed by a 
11 board of directors. 
12 (b) The person who establishes a health care collaborative 
13 shall appoint an initial board of directors. Each member of the 
14 initial board serves a term of not more than 18 months. Subseguent 
15 members of the board shall be elected to serve two-year terms by 
16 physicians and health care providers who participate in the health 
17 care collaborative as provided by this section. The board shall 
18 elect a chair from among its members. 
19 (c) If the participants in a health care cOllaborative are 
20 all physicians, each member of the board of directors must be an 
21 individual physician who is a participant in the health care 
22 collaborative. 
23 (d) If the participants in a health care collaborative are 
24 both physicians and other health care providers, the board of 
25 director s must consist of: 
26 (1) an even number of members who are individual 
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1 care collaborative; 
2 (2) a number of member s equal to the number of member s 
3 under Subdivision (1) who represent health care providers, one of 
4 whom is an individual physician, selected by health care providers 
5 who participate in the health care collaborative; and 
6 (3) one individual member with business expertise, 
7 selected by unanimous vote of the members descr ibed by Subdivisions 
8 ( 1) and (2). 
9 (d-1) If a health care collaborative includes 
10 hospital-based physicians, one member of the board of directors 
11 must be a hospital-based physician. 
12 (e) The board of directors must include at least three 
13 nonvoting ex officio members who represent the community in which 
14 the health care collaborative operates. 
15 (f) An individual may not serve on the board of directors of 
16 a health care collaborative if the individual has an ownership 
17 interest in, serves on the board of directors of, or maintains an 
18 officer position with: 
19 (1) another health care collaborative that provides 
20 health care services in the same service area as the health care 
21 collaborative; or 
22 
23 
(2) a physician or health care provider that: 
(A) does not participate in the health care 
24 collaborative; and 
25 (B) provides health care services in the same 
26 service area as the health care collaborative. 
27 (g) In addition to the requirements of Subsection (f), the 
• • • 
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1 board of directors of a health care collaborative shall adopt a 
2 conflict of interest policy to be followed by members. 
3 (h) The board of directors may remove a member for cause. A 
4 member may not be removed from the board without cause. 
5 (i) The organizational documents of a health care 
6 collaborative may not conflict with any provision of this chapter, 
7 including this section. 
8 Sec. 848.053. COMPENSATION ADVISORY COMMITTEE; SHARING OF 
9 CERTAIN DATA. (a) The board of directors of a health care 
10 collaborative shall establish a compensation advisory committee to 
11 develop and make recommendations to the board regarding charges, 
12 fees, payments, distributions, or other compensation assessed for 
13 health care services provided by phYSicians or health care 
14 providers who participate in the health care collaborative. The 
15 committee must include: 
16 (1) two members of the board of directors, of which one 
17 member is the hospital-based physician member, if the health care 
18 collaborative includes hospital-based physicians; and 
19 (2) if the health care collaborative consists of 
20 physicians and other health care providers: 
21 (A) a physician who is not a participant in the 
22 health care collaborative, selected by the physicians who are 
23 participants in the collaborative; and 
24 (B) a member selected by the other health care 
25 providers who participate in the collaborative. 
26 (b) A health care collaborative shall establish and enforce 




1 among nonparticipating physicians and health care providers. 
2 (c) The compensation advisory committee shall make 
3 recommendations to the board of directors regarding all charges, 
4 fees, payments, distributions, or other compensation assessed for 
5 health care services provided by a physician or health care 
6 provider who participates in the health care collaborative. 
7 (d) Except as provided by Subsections (e) and (f), the board 
8 of directors and the compensation advisory committee may not use or 
9 consider a government payor's payment rates in setting the charges 
10 or fees for health care services provided by a physician or health 
11 care provider who participates in the health care collaborative. 
12 (e) The board of directors or the compensation advisory 
13 committee may use or consider a government payor's payment rates 
14 when setting the charges or fees for health care services paid by a 
15 government payor. 
16 (f) This section does not prohibit a reference to a 
17 government payor's payment rates in agreements with health 
18 maintenance organizations, insurers, or other payors. 
19 (g) After the compensation advisory committee submits a 
20 recommendation to the board of directors, the board shall formally 
21 approve or refuse the recommendation. 








(3) the state child health plan program; and 
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Sec. 848.054. CERTIFICATE OF AUTHORITY AND DETERMINATION OF 
2 APPROVAL REQUIRED. {a} An organization may not organize or 
3 operate a health care collaborative in this state unless the 
4 organization holds a certificate of authority issued under this 
5 chapter. 
6 {b} The commissioner shall adopt rules governing the 
7 application for a certificate of authority under this subchapter. 
8 Sec. 848.055. EXCEPTIONS. (a) An organization is not 
9 required to obtain a certificate of authority under this chapter if 
10 the organization holds an appropriate certificate of author ity 
11 issued under another chapter of this code. 
12 (b) A person is not required to obtain a certificate of 
13 author ity under this chapter to the extent that the person is: 
14 {I} a physician engaged in the delivery of medical 
15 care; or 
16 (2) a health care provider engaged in the delivery of 
17 health care services other than medical care as part of a health 
18 maintenance organization delivery network. 
19 (c) A medical school, medical and dental unit, or health 
20 science center as described by Section 61.003, 61.501, or 74.601/ 
21 Education Code, is not required to obtain a certificate of 
22 authority under this chapter to the extent that the medical school, 
23 medical and dental unit, or health science center contracts to 
24 deliver medical care services within a health care collaborative. 
25 This chapter is otherwise applicable to a medical school, medical 
26 and dental unit, or health science center. 




1 employs a physician under a specific statutory authority is not 
2 required to obtain a certificate of author ity under this chapter to 
3 the extent that the entity contracts to deliver medical care 
4 services and health care services within a health care 
5 collaborative. This chapter is otherwise applicable to the entity. 
6 Sec. 848.056. APPLICATION FOR CERTIFICATE OF AUTHORITY. 
7 (a) An organization may apply to the commissioner for and obtain a 




(b) An application for a certificate of authority must: 
12 
(1) comply with all rules adopted by the commissioner; 
(2) be ver ified under oath by the applicant or an 
13 officer or other authorized representative of the applicant; 
14 (3) be reviewed by the division within the office of 
15 attorney general that is primarily responsible for enforcing the 
16 antitrust laws of this state and of the United States under Section 
17 848.059; 
18 (4) demonstrate that the health care collaborative 
19 contracts with a sufficient number of primary care physicians in 
20 the health care collaborative's service area; 
21 (5) state that enrollees may obtain care from any 
22 physician or health care provider in the health care collaborative; 
23 and 
24 (6) identify a service area within which medical 
25 services are available and accessible to enrollees. 
26 (c) Not later than the 190th day after the date an applicant 
27 submits an application to the commissioner under this section, the 
• 
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1 commissioner shall approve or deny the application. 
2 
3 
(d) The commissioner by rule may: 
(1) extend the date by which an application is due 
4 under this section; and 
5 (2) require the disclosure of any additional 
6 information necessary to implement and administer this chapter, 
7 including information necessary to antitrust review and oversight. 
8 Sec. 848.057. REQUIREMENTS FOR APPROVAL OF APPLICATION. 
9 (a) The commissioner shall issue a certificate of authority on 
10 payment of the application fee prescr ibed by Section 848.152 if the 






848. 056 1 
Erovided, 
(1) the applicant meets the 
(2 ) with respect to health 
the aEElicant: 
(A) has demonstrated 
requirements of Section 
care services to be 
the willingness and 
17 Eotential ability to ensure that the health care services will be 
18 Erovided in a manner that: 
19 (i) increases collaboration among health 
20 care Eroviders and integrates health care services 1 
21 (ii) Eromotes improvement in quality-based 
22 health care outcomes, patient safety, Eatient engaqement, and 
23 coordination of services; and 
24 (iii) reduces the occurrence of Eotentially 
25 Ereventable eventsl 
26 (B) has processes that contain health care costs 
27 without jeoEardizing the quality of patient care; 
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1 (e) has processes to develop, compile, evaluate, 
2 and report statistics on performance measures relating to the 
3 quality and cost of health care services, the pattern of 
4 utilization of services, and the availability and accessibility of 
5 services; and 
6 (D) has processes to address complaints made by 
7 patients receiving services provided through the organization; 
8 ( 3) the applicant is. in compliance with all rules 
9 adopted by the commissioner under Section 848.151; 
10 (4) the applicant has working capital and reserves 
11 sufficient to operate and maintain the health care collaborative 
12 and to arrange for services and expenses incurred by the health care 
13 collaborative; 
14 (5) the applicant's proposed health care collaborative 
15 is not likely to reduce competition in any market for physician, 
16 hospital, or ancillary health care services due to: 
17 
18 
(A) the size of the health care collaborative; or 
(B) the composition of the collaborative, 
19 including the distribution of physicians by specialty within the 
20 collaborative in relation to the number of competing health care 
21 providers in the health care collaborative's geographic market; and 
22 (6) the pro-competitive benefits of the applicant's 
23 proposed health care collaborative are likely to substantially 
24 outweigh the anticompetitive effects of any increase in market 
25 power. 
26 (b) A certificate of authority is effective for a period of 
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Sec. 848.058. DENIAL OF CERTIFICATE OF AUTHORITY. (a) The 
2 commissioner may not issue a certificate of author ity if the 
3 commissioner determines that the applicant's proposed plan of 
4 operation does not meet the requirements of Section 848.057. 
5 (b) If the commissioner denies an application for a 
6 certificate of authority under Subsection (a), the commissioner 
7 shall notify the applicant that the plan is deficient and specify 
8 the deficiencies. 
9 Sec. 848.059. CONCURRENCE OF ATTORNEY GENERAL. (a) If the 
10 commissioner determines that an application for a certificate of 
11 author ity filed under Section 848.056 complies with the 
12 requirements of Section 848.057, the commissioner shall forward the 
13 application, and all data, documents, and analysis considered by 
14 the commissioner in making the determination, to the attorney 
15 general. The attorney general shall review the application and the 
16 data, documents, and analysis and, if the attorney general concurs 
17 with the commissioner's determination under Sections 848.057(a)(5) 
18 and (6), the attorney general shall notify the commissioner. 
19 (b) If the attorney general does not concur with the 
20 commissioner's determination under Sections 848.057(a)(5) and (6), 
21 the attorney general shall notify the commissioner. 
22 (c) A determination under this section shall be made not 
23 later than the 60th day after the date the attorney general receives 
24 the application and the data, documents, and analysis from the 
25 commissioner. 
26 (d) If the attorney general lacks sufficient information to 




1 60 days of the attorney general's receipt of the application and the 
2 data, documents, and analysis the attorney general shall inform the 
3 commissioner that the attorney general lacks sufficient 
4 information as well as what information the attorney general 
5 requires. The commissioner shall then either provide the 
6 additional information to the attorney general or request the 
7 additional information from the applicant. The commissioner shall 
8 promptly deliver any such additional information to the attorney 
9 general. The attorney general shall then have 30 days from receipt 
10 of the additional information to make a determination under 
11 Subsection (a) or (b). 
12 (e) If the attorney general notifies the commissioner that 
13 the attorney general does not concur with the commissioner's 
14 determination under Sections 848.057(a)(5) and (6), then, 
15 notwithstanding any other provision of this subchapter, the 
16 commissioner shall deny the application. 
17 (f) In reviewing the commissioner's determination, the 
18 attorney general shall consider the findings, conclusions, or 
19 analyses contained in any other governmental entity's evaluation of 
20 the health care collaborative. 
21 (g) The attorney general at any time may request from the 
22 commissioner additional time to consider an application under this 
23 section. The commissioner shall grant the request and notify the 
24 applicant of the request. A request by the attorney general or an 
25 order by the commissioner granting a request under this section is 
26 not subject to administrative or judicial review. 
27 Sec. 848.060. RENEWAL OF CERTIFICATE OF AUTHORITY AND 
o 
• • 
S. B. No.7 
1 DETERMINATION OF APPROVAL. (a) Not later than the 180th day 
2 before the one-year anniversary of the date on which a health care 
3 collaborative's certificate of authority was issued or most 
4 recently renewed, the health care collaborative shall file with the 
5 commissioner an application to renew the certificate. 
6 (b) An application for renewal must: 
7 (1) be verified by at least two principal officers of 




(A) a financial statement of the health care 
11 collaborative, including a balance sheet and receipts and 
12 disbursements for the preceding calendar year, certified by an 
13 independent certified public accountant; 
14 (B) a description of the service area of the 
15 health care collaborative; 
16 (e) a description of the number and types of 
17 physicians and health care providers participating in the health 
18 care collaborative; 
19 (D) an evaluation of the quality and cost of 
20 health care services provided by the health care collaborative; 
21 (E) an evaluation of the health care 
22 collaborative's processes to promote evidence-based medicine, 
23 patient engagement, and coordination of health care services 
24 provided by the health care collaborative; 
25 (F) the number, nature, and disposition of any 
26 complaints filed with the health care collaborative under Section 




1 (G) any other information required by the 
2 commissioner. 
3 (c) If a completed application for renewal is filed under 
4 this sect ion: 
5 (1) the commissioner shall conduct a review under 
6 Section 848.057 as if the application for renewal were a new 
7 application, and, on approval by the commissioner, the attorney 
8 general shall review the application under Section 848.059 as if 
9 the application for renewal were a new application; and 
10 (2) the commissioner shall renew or deny the renewal 
11 of a certificate of authority at least 20 days before the one-year 
12 anniversary of the date on which a health care collaborative's 
13 certificate of authority was issued. 
14 (d) If the commissioner does not act on a renewal 
15 application before the one-year anniversary of the date on which a 
16 health care collaborative's certificate of authority was issued or 
17 renewed, the health care collaborative's certificate of authority 
18 expires on the 90th day after the date of the one-year anniversary 
19 unless the renewal of the certificate of author ity or determination 
20 of approval, as applicable, is approved before that date. 
21 (e) A health care collaborative shall report to the 
22 department a material change in the size or composition of the 
23 collaborative. On receipt of a report under this subsection, the 
24 department may require the collaborative to file an application for 
25 renewal before the date required by Subsection (a). 
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SUBCHAPTER C. GENERAL POWERS AND DUTIES OF HEALTH CARE 
COLLABORATIVE 
Sec. 848.101. PROVIDING OR ARRANGING FOR SERVICES. (a) A 
4 health care collaborative may provide or arrange for health care 
5 services through contracts with physicians and health care 
6 providers or with entities contracting on behalf of participating 
7 physicians and health care providers. 
8 (b) A health care collaborative may not prohibit a physician 
9 or other health care provider, as a condition of participating in 
10 the health care collaborative, from participating in another health 
11 care collaborative. 
12 (c) A health care collaborative may not use a covenant not 
13 to compete to prohibit a physician from providing medical services 
14 or participating in another health care collaborative in the same 
15 service a:rea. 
16 (d) Except as provided by Subsection (f), on written consent 
17 of a patient who was treated by a physician participating in a 
18 health care collaborative, the health care collaborative shall 
19 provide the physician with the medical records of the patient, 
20 regardless of whether the physician is participating in the health 
21 care collaborative at the time the request for the records is made. 
22 (e) Records provided under Subsection (d) shall be made 
23 available to the physician in the format in which the records are 
24 maintained by the health care collaborative. The health care 
25 collaborative may charge the physician a fee for copies of the 
26 records, as established by the Texas Medical Board. 




















health care collaborative under Subsection (d) for the purpose of 
providing emergency treatment to the patient: 
(1) the health care collaborative may not charge a fee 
to the physician under Subsection (e); and 
(2) the health care collaborative shall provide the 
records to the physician regardless of whether the patient has 
provided wr itten consent. 
Sec. 848.102. INSURANCE, REINSURANCE, INDEMNITY, AND 
REIMBURSEMENT. A health care collaborative may contract with an 
insurer authorized to engage in business in this state to provide 
insurance, reinsurance, indemnification, or reimbursement against 
the cost of health care and medical care services provided by the 
health care collaborative. This section does not affect the 
requirement that the health care collaborative maintain sufficient 
working capital and reserves. 
Sec. 848.103. PAYMENT BY GOVERNMENTAL OR PRIVATE ENTITY. 
17 (a) A health care collaborative may: 
18 (1) contract for and accept payments from a 
19 governmental or pr ivate entity for all or part of the cost of 
20 services provided or arranged for by the health care collaborative; 
21 and 
22 (2) distribute payments to participating physicians 
23 and health care providers. 
24 (b) Notwithstanding any other law, a health care 
25 collaborative that is in compliance with this code, including 
26 Chapters 841,842, and 843, as applicable, may contract for, 
27 accept, and distr ibute payments from governmental or pr ivate payors 
1\ 
• 
1 based on fee-for-service or 
2 including: 
3 (1) episode-based 
4 payments; 
• 
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alternative payment mechanisms, 
or condition-based bundled 
5 (2) capitation or global payments; or 
6 
7 
(3) pay-for-performance or quality-based payments. 
(c) Except as provided by Subsection (d), a health care 
8 collaborative may not contract for and accept payment from a 
9 governmental or private entity on a prepaid, capitation, or 
10 indemnity basis unless the health care collaborative is licensed as 
11 a health maintenance organization or insurer. The department shall 
12 review a health care collaborative'S proposed payment methodolOgY 
13 in contracts with governmental or private entities to ensure 
14 compliance with this section. 
15 Cd) A health care collaborative may contract for and accept 
16 compensation on a prepaid or capitation basis from a health 
17 maintenance organization or insurer. 
18 Sec. 848.104. CONTRACTS FOR ADMINISTRATIVE OR MANAGEMENT 
19 SERVICES. A health care collaborative may contract with any 
20 person, including an affiliated entity, to perform administrative, 
21 management, or any other required business functions on behalf of 
22 the health care collaborative. 
23 Sec. 848.105. CORPORATION, PARTNERSHIP, OR ASSOCIATION 
24 POWERS. A health care collaborative has all powers of a 
25 partnership, association, corporation, or limited liability 
26 company, including a professional association or corporation, as 
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collaborative, that are not in conflict with this chapter or other 
applicable law. 
Sec. 848.106. QUALITY AND COST OF HEALTH CARE SERVICES. 
(a) A health care collaborative shall establish policies to 
improve the quality and control the cost of health care services 
provided by participating physicians and health care providers that 
are consistent with prevailing professionally recognized standards 
of medical practice. The policies must include standards and 
procedures relating to: 
(1) the selection and credentialing of participating 
11 physicians and health care providers; 
12 (2) the development, implementation, monitoring, and 
13 evaluation of evidence-based best practices and other processes to 
14 improve the quality and control the cost of health care services 
15 provided by participating physicians and health care providers, 
16 including practices or processes to reduce the occurrence of 
17 potentially preventable events; 
18 (3) the development, implementation, monitoring, and 
19 evaluation of processes to improve patient engagement and 
20 coordination of health care services provided by participating 
21 physicians and health care providers; and 
22 (4) complaints initiated by participating physicians, 
23 health care providers, and patients under Section 848.107. 
24 (b) The governing body of a health care collaborative shall 
25 establish a procedure for the periodic review of quality 
26 improvement and cost control measures. 
27 Sec. 848.107. COMPLAINT SYSTEMS. (a) A health care 
D 
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1 collaborative shall implement and maintain complaint systems that 
2 provide :reasonable procedures to resolve an oral or written 
3 complaint initiated by: 
4 (1) a patient who received health care services 
5 provided by a participating physician or health ca:re provider; or 
6 
7 
(2) a participating physician or health care provider. 
(b) The complaint system for complaints initiated by 
8 patients must include a process for the notice and appeal of a 
9 complaint. 
10 (c) A health care collaborative may not take a retaliatory 
11 o:r adverse action against a physician or health care provider who 
12 files a complaint with a regulatory authority regarding an action 
13 of the health care collaborative. 
14 Sec. 848.108. DELEGATION AGREEMENTS. (a) Except as 
15 provided by Subsection (b), a health care collaborative that enters 
16 into a delegation agreement described by Section 1272.001 is 
17 subiect to the requirements of Chapter 1272 in the same manner as a 
18 health maintenance organization. 
19 (b) Section 1272.301 does not apply to a delegation 
20 agreement entered into by a health care collaborative. 
21 (c) A health care collaborative may enter into a delegation 
22 agreement with an entity licensed under Chapter 841, 842, or 883 if 





(1) a function regulated by: 
(A) Chapter 222; 
(B) Chapter 841; 













(D) ChaEter 883; 
(E) ChaEter 1272 ; 
(F) ChaEter 1301; 
(G) ChaEter 4201; 
(H) Section 1367.053i or 
(I) SubchaEter A£ ChaEter 1507; or 
(2) another function sEecified by commissioner rule. 
(d) A health care collaborative that enters into a 
9 delegation agreement under this section shall maintain reserves and 
10 caEital in addition to the amounts required under ChaEter 1272£ in 
11 an amount and form determined by rule of the commissioner to be 
12 necessary for the liabilities and risks assumed by the health care 
13 collaborative. 
14 (e) A health care collaborative that enters into a 
15 delegation agreement under this section is subject to Chapters 404£ 
16 441, and 443 and is considered to be an insurer for EurEoses of 
17 those chaEters. 
18 Sec. 848.109. VALIDITY OF OPERATIONS AND TRADE PRACTICES OF 
19 HEALTH CARE COLLABORATIVES. The oEerations and trade Eractices of 
20 a health care collaborative that are consistent with the Erovisions 
21 of this chaEter£ the rules adoEted under this chaEter£ and 
22 aEElicab1e federal antitrust laws are presumed to be consistent 
23 with ChaEter 15£ Business & Commerce Code£ or any other aEE1icab1e 
24 Erovision of law. 
25 Sec. 848.110. RIGHTS OF PHYSICIANS; LIMITATIONS ON 
26 PARTICIPATION. (a) Before a comElaint against a Ehysician under 





1 with a health care collaborative is terminated, the physician is 
2 entitled to an opportunity to dispute the complaint or termination 
3 through a process that includes: 
4 (1) written notice of the complaint or basis of the 
5 termination; 
6 (2) an opportunity for a hearing not earlier than the 
7 30th day after receiving notice under Subdivision (1); 
8 (3) the right to provide information at the hearing, 
9 including testimony and a written statement i and 
10 (4) a written decision that includes the specific 
11 facts and reasons for the decision. 
12 (b) A health care collaborative may limit a physician or 
13 group of physicians from participating in the health care 
14 collaborative if the limitation is based on an established 
15 development plan approved by the board of directors. Each 
16 applicant physician or group shall be provided with a copy of the 
17 development plan. 
18 [Sections 848.111-848.150 reserved for expansion] 
19 SUBCHAPTER D. REGULATION OF HEALTH CARE COLLABORATIVES 
20 Sec. 848.151. RULES. The commissioner and the attorney 
21 general may adopt reasonable rules as necessary and proper to 
22 implement the requirements of this chapter. 
23 Sec. 848.152. FEES AND ASSESSMENTS. (a) The commissioner 
24 shall, within the limits prescribed by this section, prescribe the 
25 fees to be charged and the assessments to be imposed under this 
26 section. 
27 (b) Amounts collected under this section shall be deposited 
o 
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(c) A health care collaborative shall pay to the department: 
(1) an application fee in an amount determined by 
5 commissioner rule; and 
6 (2) an annual assessment in an amount determined by 
7 commissioner rule. 
8 (d) The commissioner shall set fees and assessments under 
9 this section in an amount sufficient to pay the reasonable expenses 
10 of the department and attorney general in administering this 
11 chapter, including the direct and indirect expenses incurred by the 
12 department and attorney general in examining and reviewing health 
13 care collaboratives. Fees and assessments imposed under this 
14 section shall be allocated among health care collaboratives on a 
15 pro rata basis to the extent that the allocation is feasible. 
16 Sec. 848.153. EXAMINATIONS. (a) The commissioner may 
17 examine the financial affairs and operations of any health care 
18 collaborative or applicant for a certificate of authority under 
19 this chapter. 
20 (b) A health care collaborative shall make its books and 
21 records relating to its financial affairs and operations available 
22 for an examination by the commissioner or attorney general. 
23 (c) On request of the commissioner or attorney general, a 
24 health care collaborative shall provide to the commissioner or 
25 attorney general, as applicable: 
26 (1) a copy of any contract, agreement, or other 
27 arrangement between the health care collaborative and a physician 
• • 
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1 or health care provider; and 
2 (2) a general description of the fee arrangements 
3 between the health care collaborative and the physician or health 
4 care provider. 
5 (d) Documentation provided to the commissioner or attorney 
6 general under this section is confidential and is not subject to 
7 disclosure under Chapter 552, Government Code. 
8 (e) The commissioner or attorney general may disclose the 
9 results of an examination conducted under this section or 
10 documentation provided under this section to a governmental agency 
11 that contracts with a health care collaborative for the purpose of 
12 determining financial stability, readiness, or other contractual 
13 compliance needs. 
14 t Sections 848.154-848.200 reserved for expansion) 
SUBCHAPTER E. ENFORCEMENT 15 
16 Sec. 848.201. ENFORCEMENT ACTIONS. (a) After notice and 
17 opportunity for a hearing, the commissioner may: 
18 (1) suspend or revoke a certificate of authority 
19 issued to a health care collaborative under this chapter; 
(2) impose sanctions under Chapter 82; 20 
21 
22 
(3) issue a cease and desist order under Chapter 83; or 
(4) impose administrative penalties under Chapter 84. 
23 (b) The commissioner may take an enforcement action listed 
24 in Subsection (a) against a health care collaborative if the 
25 commissioner finds that the health care collaborative: 
26 (1) is operating in a manner that is: 




1 organizational documents; or 
2 (B) contrary to the manner described in and 




(2) does not meet the requirements of Section 848.057; 
(3) cannot fulfill its obligation to provide health 
7 care services as required under its contracts with governmental or 
8 private entities; 
9 (4) does not meet the requirements of Chapter 1272, if 
10 applicable; 
11 (5) has not implemented the complaint system required 
12 by Section 848.107 in a manner to resolve reasonably valid 
13 complaints; 
14 (6) has advertised or merchandised its services in an 
15 untrue, misrepresentative, misleading, deceptive, or unfair manner 
16 or a person on behalf of the health care collaborative has 
17 advertised or merchandised the health care collaborative's 
18 services in an untrue, misrepresentative, misleading, deceptive, 
19 or untrue manner; 
20 (7) has not complied substantially with this chapter 
21 or a rule adopted under this chapter; 
22 (8) has not taken corrective action the commissioner 
23 considers necessary to correct a failure to comply with this 
24 chapter, any applicable provision of this code, or any applicable 
25 rule or order of the commissioner not later than the 30th day after 
26 the date of notice of the failure or within any longer period 
27 specified in the notice and determined by the commissioner to be 
ill 
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1 reasonable; or 
2 (9) has or is utilizing market power in an 




pr inciples of market power analysis. 
Sec. 848.202. OPERATIONS DURING 
REVOCATION OF CERTIFICATE OF AUTHORITY. 
SUSPENSION OR AFTER 
(a) During the period a 
7 certificate of authority of a health care collaborative is 
8 suspended, the health care collaborative may not: 
9 (1) enter into a new contract with a governmental or 
10 private entity; or 
11 (2) advertise or solicit in any way. 
12 (b) After a certificate of authority of a health care 
13 collaborative is revoked, the health care collaborative: 
14 (1) shall proceed, immediately following the 
15 effective date of the order of revocation, to conclude its affairs; 
16 (2) may not conduct further business except as 











(3) may not advertise or solicit in any way. 
(c) Notwithstanding Subsection (b), the commissioner may, 
by written order, permit the further operation of the health care 
collaborative to the extent that the commissioner finds necessary 
to serve the best interest of governmental or private entities that 
have entered into contracts with the health care collaborative. 
Sec. 848.203. INJUNCTIONS. If the commissioner believes 
that a health care collaborative or another person is violating or 
has violated this chapter or a rule adopted under this chapter, the 
attorney general at the request of the commissioner may bring an 
• • 
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1 action in a Travis County district court to enjoin the violation and 
2 obtain other relief the court considers appropriate. 
3 Sec. 848.204. NOTICE. The commissioner shall: 
4 (1) report any action taken under this subchapter to: 
5 (A) the relevant state licensing or certifying 
6 agency or board; and 
7 (B) the United States Department of Health and 
8 Human Services National Practitioner Data Bank; and 
9 (2) post notice of the action on the department's 
10 Internet website. 
11 Sec. 848.205. INDEPENDENT AUTHORITY OF ATTORNEY GENERAL. 
12 (a) The attorney general may: 
13 (1) investigate a health care collaborative with 
14 respect to anticompetitive behavior that is contrary to the goals 
15 and requirements of this chapter; and 
16 (2) request that the commissioner: 
17 (A) impose a penalty or sanction; 
18 (B) issue a cease and desist order; or 
19 (C) suspend or revoke the health care 
20 collaborative's certificate of authority. 
21 (b) This section does not limit any other authority or power 
22 of the attorney general. 
23 SECTION 4.02. Paragraph (A), Subdivision (12), Subsection 
24 (a), Section 74.001, Civil Practice and Remedies Code, is amended 
25 to read as follows: 
26 (A) "Health care provider" means any person, 
27 partnership, professional association, corporation, facility, or 
• • 
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1 institution duly licensed, certified, registered, or chartered by 
2 the State of Texas to provide health care, including: 








(ii) a dentist; 
(iii) a podiatrist; 
(iv) a pharmacist; 
(v) a chiropractor; 
(vi) an optometrist; [~l 
(vii) a health care institution..L..Q.!. 
(viii) a health care collaborative 
11 certified under Chapter 848, Insurance Code. 
12 SECTION 4.03. Subchapter B, Chapter 1301, Insurance Code, 
13 is amended by adding Section 1301. 0625 to read as follows: 
14 Sec. 1301.0625. HEALTH CARE COLLABORATIVES. (a) Subject 
15 to the requirements of this chapter, a health care collaborative 
16 may be designated as a preferred provider under a preferred 
17 provider benefit plan and may offer enhanced benefits for care 
18 provided by the health care collaborative. 
19 (b) A preferred provider contract between an insurer and a 
20 health care collaborative may use a payment methodology other than 
21 a fee-for-service or discounted fee methodology. A reimbursement 
22 methodology used in a contract under this subsection is not sub; ect 
23 to Chapter 843. 
24 (c) A contract authorized by Subsection (b) must specify 
25 that the health care collaborative and the physicians or providers 
26 providing health care services on behalf of the collaborative will 




1 care services if the insurer or the health care collaborative do not 
2 pay the physician or health care provider for the services. 
3 (d) An insurer issuing an exclusive provider benefit plan 
4 authorized by another law of this state may limit access to only 
5 preferred providers participating in a health care collaborative if 
6 the limitation is consistent with all requirements applicable to 
7 exclusive provider benefit plans. 
8 SECTION 4.04. Subtitle F, Title 4, Health and Safety Code, 
9 is amended by adding Chapter 316 to read as follows: 
10 CHAPTER 316. ESTABLISHMENT OF HEALTH CARE COLLABORATIVES 
11 Sec. 316.001. AUTHORITY TO ESTABLISH HEALTH CARE 
12 COLLABORATIVE. A public hospital created under Subtitle C or D or a 
13 hospital district created under general or special law may form and 
14 sponsor a nonprofit health care collaborative that is certified 
15 under Chapter 848« Insurance Code. 
16 SECTION 4.05. Section 102.005, Occupations Code, is amended 
17 to read as follows: 
18 Sec. 102.005. APPLICABILITY TO CERTAIN ENTITIES. Section 
19 102.001 does not apply to: 
20 (1) a licensed insurer; 
21 (2) a governmental entity, including: 
22 (A) an intergovernmental risk pool established 
23 under Chapter 172, Local Government Code; and 
24 (B) a system as defined by Section 1601. 003, 
25 Insurance Code; 
26 
27 
(3) a group hospital service corporation; [-1 
(4) a health maintenance organization that 
• • 
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1 reimburses, provides, offers to provide, or administers hospital, 
2 medical, dental, or other health-related benefits under a health 
3 benefits plan for which it is the payor; or 
4 (5) a health care collaborative certified under 
5 Chapter 848, Insurance Code. 
6 SECTION 4.06. Subdivision (5), Subsection (a), Section 
7 151.002, Occupations Code, is amended to read as follows: 
8 
9 
(5) "Health care entity" means: 
(A) a hospital licensed under Chapter 241 or 577, 
10 Health and Safety Code; 
11 (B) an entity, including a health maintenance 
12 organization, group medical practice, nursing home, health science 
13 center, university medical school, hospital district, hospital 
14 authority, or other health care facility, that: 
15 (i) provides or pays for medical care or 
16 health care services; and 
17 (ii) follows a formal peer review process 
18 to further quality medical care or health care; 
19 (C) a professional society or association of 
20 physicians, or a committee of such a society or association, that 
21 follows a formal peer review process to further quality medical 
22 care or health care; [~l 
23 (D) an organization established by a 
24 professional society or association of physicians, hospitals, or 
25 both. that: 
26 (i) collects and verifies the authenticity 




1 competence, or performance of licensed health care professionals; 
2 and 
3 (ii) acts as a health care facility's agent 
4 under the Health Care Quality Improvement Act of 1986 (42 U.S.C. 
5 Section 11101 et seq.); or 
6 (E) a health care collaborative certified under 
7 Chapter 848, Insurance Code. 
8 SECTION 4.07. Not later than September 1, 2012, the 
9 commissioner of insurance and the attorney general shall adopt 
10 rules as necessary to implement this article. 
11 SECTION 4.08. As soon as practicable after the effective 
12 date of this Act, the commissioner of insurance shall designate or 
13 employ staff with antitrust expertise sufficient to carry out the 
14 duties required by this Act. 
ARTICLE 5. PATIENT IDENTIFICATION 15 
16 SECTION 5.01. Subchapter A, Chapter 311, Health and Safety 
17 Code, is amended by adding Section 311. 004 to read as follows: 
18 Sec. 311.004. STANDARDIZED PATIENT RISK IDENTIFICATION 
19 SYSTEM. (a) In this section: 
20 (1) "Department" means the Department of State Health 
21 Services. 
22 (2) "Hospital" means a general or special hospital as 
23 defined by section 241.003. The term includes a hospital 
24 maintained or operated by this state. 
25 (b) The department shall coordinate with hospitals to 
26 develop a statewide standardized patient risk identification 
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readily identified through the use of a system that communicates to 
hospital personnel the existence of that risk. The executive 
commissioner of the Health and Human Services Commission shall 
appoint an ad hoc committee of hospital representatives to assist 
the department in developing the statewide system. 
(c) The department shall require each hospital to implement 
and enforce the statewide standardized patient risk identification 
system developed under Subsection (b) unless the department 
authorizes an exemption for the reason stated in Subsection (d). 
(d) The department may exempt from the statewide 
standardized patient risk identification system a hospital that 
seeks to adopt another patient risk identification methodology 
supported by evidence-based protocols for the practice of medicine. 
(e) The department shall modify the statewide standardized 
15 patient risk identification system 
16 evidence-based medicine as necessary. 
in accordance with 
17 (f) The executive commissioner of the Health and Human 
18 Services Commission may adopt rules to implement this section. 
19 ARTICLE 6. REPORTING OF HEALTH CARE-ASSOCIATED INFECTIONS 
20 SECTION 6.01. Section 98.001, Health and Safety Code, as 
21 added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
22 Regular Session, 2007, is amended by adding Subdivisions (8-a) and 
23 (IO-a) to read as follows: 
24 (8-a) "Health care professional" means an individual 
25 licensed, certified, or otherwise authorized to administer health 
26 care, for profit or otherwise, in the ordinary course of business or 




2 (IO-a) "Potentially preventable complication" and 
3 "potentially preventable readmission" have the meanings assigned 
4 by Section 1002.001, Health and Safety Code. 
5 SECTION 6.02. Subsection (c), Section 98.102, Health and 
6 Safety Code, as added by Chapter 359 (S.B. 288), Acts of the 80th 
7 Legislature, Regular Session, 2007, is amended to read as follows: 
8 (c) The data reported by health care facilities to the 




(1) avoid duplicate submission of records; 
(2) allow the department to verify the accuracy and 
13 completeness of the data reported; and 
14 (3) for data reported under Section 98.103 [6+ 
15 98.1Q4], allow the department to risk adjust the facilities' 
16 infection rates. 
17 SECTION 6.03. Section 98.103, Health and Safety Code, as 
18 added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
19 Regular Session, 2007, is amended by amending Subsection (b) and 
20 adding Subsection (d-l) to read as follows: 
21 (b) A pediatric and adolescent hospital shall report the 
22 incidence of surgical site infections, including the causative 
23 pathogen if the infection is laboratory-confirmed, occurring in the 
24 following procedures to the department: 
25 (1) cardiac procedures, excluding thoracic cardiac 
26 procedures; 
27 (2) ventricular [veAtrisQ19~eriteAeal] shunt 
• • 
S. B. No.7 
1 procedures; and 
2 
3 
(3) spinal surgery with instrumentation. 
(d-1) The executive commissioner by rule may designate the 
4 federal Centers for Disease Control and Prevention's National 
5 Healthcare Safety Network, or its successor, to receive reports of 
6 health care-associated infections from health care facilities on 
7 behalf of the department. A health care facility must file a report 
8 required in accordance with a designation made under this 
9 subsection in accordance with the National Healthcare Safety 
10 Network's definitions, methods, requirements, and procedures. A 
11 health care facility shall authorize the department to have access 
12 to facility-specific data contained in a report filed with the 
13 National Healthcare Safety Network in accordance with a designation 
14 made under this subsection. 
15 SECTION 6.04. Section 98.1045, Health and Safety Code, as 
16 added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
17 Regular Session, 2007, is amended by adding Subsection (c) to read 
18 as follows: 
19 (c) The executive commissioner by rule may designate an 
20 agency of the United States Department of Health and Human Services 
21 to receive reports of preventable adverse events by health care 
22 facilities on behalf of the department. A health care facility 
23 shall authorize the department to have access to facility-specific 
24 data contained in a report made in accordance with a designation 
25 made under this subsection. 
26 SECTION 6.05. Subchapter C, Chapter 98, Health and Safety 




1 Legislature, Regular Session, 2007, is amended by adding Sections 
2 98.1046 and 98.1047 to read as follows: 
3 Sec. 98.1046. PUBLIC REPORTING OF CERTAIN POTENTIALLY 
4 PREVENTABLE EVENTS FOR HOSPITALS. (a) In consultation with the 
5 Texas Institute of Health Care Quality and Efficiency under Chapter 
6 1002, the department, using data submitted under Chapter 108, shall 
7 publicly report for hospitals in this state risk-adjusted outcome 
8 rates for those potentially preventable complications and 
9 potentially preventable readmissions that the department, in 
10 consultation with the institute, has determined to be the most 
11 effective measures of quality and efficiency. 
12 (b) The department shall make the reports compiled under 
13 Subsect ion (a) available to the public on the department I s Internet 
14 website. 
15 (c) The department may not disclose the identity of a 
16 patient or health care professional in the reports authorized in 
17 this section. 
18 Sec. 98.1047. STUDIES ON LONG-TERM CARE FACILITY REPORTING 
19 OF ADVERSE HEALTH CONDITIONS. (a) In consultation with the Texas 
20 Institute of Health Care Quality and Efficiency under Chapter 1002, 
21 the department shall study which adverse health conditions commonly 
22 occur in long-term care facilities and, of those health conditions, 
23 which are potentially preventable. 
24 (b) The department shall develop recommendations for 
25 reporting adverse health conditions identified under Subsection 
26 (a). 
27 SECTION 6.06. Section 98.105, Health and Safety Code, as 
• • 
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1 added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
2 Regular Session, 2007, is amended to read as follows: 
3 Sec. 98.105. REPORTING SYSTEM MODIFICATIONS. Based on the 
4 recommendations of the advisory panel, the executive commissioner 
5 by rule may modify in accordance with this chapter the list of 
6 procedures that are reportable under Section 98.103 [s~ 98.194). 
7 The modifications must be based on changes in reporting guidelines 
8 and in definitions established by the federal Centers for Disease 
9 Control and Prevention. 
10 SECTION 6.07. Subsections (a), (b), and (d), Section 
11 98.106, Health and Safety Code, as added by Chapter 359 (S.B. 288), 
12 Acts of the 80th Legislature, Regular Session, 2007, are amended to 
13 read as follows: 
14 (a) The department shall compile and make available to the 
15 public a summary, by health care facility, of: 
16 (1) the infections reported by facilities under 
17 Section [Sest;isRs) 98.103 [aRs98.194)i and 
18 (2) the preventable adverse events reported by 
19 facilities under Section 98.1045. 
20 (b) Information included in the departmental summary with 
21 respect to infections reported by facilities under Section 
22 [Seet;ieRs) 98.103 laRs 98.194) must be risk adjusted and include a 
23 comparison of the risk-adjusted infection rates for each health 
24 care facility in this state that is required to submit a report 
25 under Section [Seet;isRs) 98.103 laRs 98.194). 
26 (d) The department shall publish the departmental summary 










department consider s appropr iate. 
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Data made available to the 
public must include aggregate data covering a period of at least a 
full calendar quarter. 
SECTION 6.08. Subchapter C, Chapter 98, Health and Safety 
Code, as added by Chapter 359 (S. B. 288 l, Acts of the 80th 
Legislature, Regular Session, 2007, is amended by adding Section 
98.1065 to read as follows: 
8 Sec. 98.1065. STUDY OF INCENTIVES AND RECOGNITION FOR 
9 HEALTH CARE QUALITY. The department, in consultation with the 
10 Texas Institute of Health Care Quality and Efficiency under Chapter 
11 1002, shall conduct a study on developing a recognition program to 
12 recognize exemplary health care facilities for superior quality of 
13 health care and make recommendations based on that study. 
14 SECTION 6.09. Section 98.108, Health and Safety Code, as 
15 added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
16 Regular Session, 2007, is amended to read as follows: 
17 Sec. 98.108. FREQUENCY OF REPORTING. (al In consultation 
18 with the advisory panel, the executive commissioner by rule shall 
19 establish the frequency of reporting by health care facilities 
20 required under Sections 98.103[, 98.194,) and 98.1045. 
21 (bl Except as provided by Subsection (cl, facilities 
22 [iaei1ities] may not be required to report more frequently than 
23 quarterly. 
24 (cl The executive commissioner may adopt rules requiring 
25 reporting more frequently than quarterlY if more frequent reporting 
26 is necessary to meet the requirements for participation in the 
27 federal Centers for Disease Control and Prevention's National 
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1 Hea1thcare Safety Network. 
2 SECTION 6.10. Subsection (a), Section 98.109, Health and 
3 Safety Code, as added by Chapter 359 (S.B. 288), Acts of the 80th 
4 Legislature, Regular Session, 2007, is amended to read as follows: 
5 (a) Except as provided by Sections 98.1046, 98.106.l. and 
6 98.110, all information and mater ials obtained or compiled or 
7 reported by the department under this chapter or compiled or 
8 reported by a health care facility under this chapter, and all 
9 related information and materials, are confidential and: 
10 (1) are not subject to disclosure under Chapter 552, 
11 Government Code, or discovery, subpoena, or other means of legal 
12 compulsion for release to any person; and 







disclosed in any civil, criminal, or administrative proceeding. 
SECTION 6.11. Section 98.110, Health and Safety Code, as 
added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
Regular Session, 2007, is amended to read as follows: 
Sec. 98.110. DISCLOSURE AMONG CERTAIN AGENCIES. 
(a) Notwithstanding any other law, the department may disclose 
20 information reported by health care facilities under Section 
21 98.103[, 98.1Q4,) or 98.1045 to other programs within the 
22 department, to the Health and Human Services Commission, [aa&) to 
23 other health and human services agencies, as defined by Section 
24 531.001, Government Code, and to the federal Centers for Disease 
25 Control and Prevention, or any other agency of the United States 
26 Department of Health and Human Services, for public health research 
27 or analysis purposes only, provided that the research or analysis 
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1 relates to health care-associated infections or preventable 
2 adverse events. The privilege and confidentiality provisions 
3 contained in this chapter apply to such disclosures. 
4 (b) If the executive commissioner designates an agency of 
5 the United States Department of Health and Human Services to 
6 receive reports of health care-associated infections or 
7 preventable adverse events, that agency may use the information 
8 submitted for purposes allowed by federal law. 
9 SECTION 6.12. Section 98.104, Health and Safety Code, as 
10 added by Chapter 359 (S.B. 288), Acts of the 80th Legislature, 
11 Regular Session, 2007, is repealed. 
12 SECTION 6.13. Not later than December 1, 2012, the 
13 Department of State Health Services shall submit a report regarding 
14 recommendations for improved health care reporting to the governor, 
15 the lieutenant governor, the speaker of the house of 
16 representatives, and the chairs of the appropriate standing 
17 committees of the legislature outlining: 
18 (1) the initial assessment in the study conducted 
19 under Section 98.1065, Health and Safety Code, as added by this Act; 
20 (2) based on the study described by Subdivision (1) of 
21 this subsection, the feasibility and desirability of establishing a 
22 recognition program to recognize exemplary health care facilities 
23 for superior quality of health care; 
24 (3) the recommendations developed under Section 
25 98.1065, Health and Safety Code, as added by this Act; and 
26 (4) the changes in existing law that would be 




1 Subdivision (3) of this subsection. 
2 ARTICLE 7. INFORMATION MAINTAINED BY DEPARTMENT OF STATE HEALTH 
3 SERVICES 
4 SECTION 7.01. Section 108.002, Health and Safety Code, is 
5 amended by adding Subdivisions (4-a) and (8-a) and amending 
6 Subdivision (7) to read as follows: 
7 (4-a) "Commission" means the Health and Human Services 
8 Commission. 
9 (7) "Department" means the [~ella81 Department of State 
10 Health Services. 
11 (8-a) "Executive commissioner" means the executive 
12 commissioner of the Health and Human Services Commission. 
13 SECTION 7.02. Chapter 108, Health and Safety Code, is 
14 amended by adding Section 108.0026 to read as follows: 
15 Sec. 108.0026. TRANSFER OF DUTIES; REFERENCE TO COUNCIL. 
16 (a) The powers and duties of the Texas Health Care Information 
17 Council under this chapter were transferred to the Department of 
18 State Health Services in accordance with Section 1.19, Chapter 198 
19 (H. B. 2292), Acts of the 78th Legislature, Regular Session, 2003. 
20 (b) In this chapter or other law, a reference to the Texas 
21 Health Care Information Council means the Department of State 
22 Health Services. 
23 SECTION 7.03. Subsection (h), Section 108.009, Health and 
24 Safety Code, is amended to read as follows: 
25 (h) The department [s9l:iRsill shall coordinate data 
26 collection with the data submission formats used by hospitals and 




1 format developed by the American National Standards Institute 
2 [NatieRal HRiferm Bil1iR~ QslftlRittee (YaifsIIR Mes,ieal BilliR~ Farm 
3 Qi 9d) aRe HSFA l§QQ) or its successor [tAeir 8~eee88er8) or other 
4 nationally accepted standardized forms that 
5 hospitals and other providers use for other complementary purposes. 
6 SECTION 7.04. Section 108.013, Health and Safety Code, is 
7 amended by amending Subsections (a) through (d), (g), (i), and (j) 
8 and adding Subsections (k) through (n) to read as follows: 
9 (a) The data received by the department under this chapter 
10 [eeeReil) shall be used by the department and commission [ee~Reil) 
11 for the benefit of the public. Subject to specific limitations 
12 established by this chapter and executive commissioner [ee~Reil) 
13 rule, the department [ee~Reil) shall make determinations on 
14 requests for information in favor of access. 
15 (b) The executive commissioner [ee~Reill by rule shall 
16 designate the characters to be used as uniform patient identifiers. 
17 The basis for assignment of the characters and the manner in which 
18 the characters are assigned are confidential. 
19 (c) Unless specifically author ized by this chapter, the 
20 department [ee~Reil) may not release and a person or entity may not 
21 gain access to any data obtained under this chapter: 
22 (1) that could reasonably be expected to reveal the 
23 identity of Ii patient 1 
24 (2) that could reasonably be expected to reveal the 
25 identity of Ii physician; 
26 (3) disclosing provider discounts or differentials 
27 between payments and billed charges; 
, 
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1 (4) relating to actual payments to an identified 
2 provider made by a payer; or 
3 (5) submitted to the department [eeHReil] in a uniform 
4 submission format that is not included in the public use data set 
5 established under Sections 108.006 (f) and (g), except in accordance 
6 with Section 108.0135. 
7 (d) Except as provided by this section, all [A,Y,] data 
8 collected and used by the department [aRB ERe eeHRsil] under this 
9 chapter is subject to the confidentiality provisions and criminal 
10 penalties of: 




(2) Section 81.103; and 
(3) Section 159.002, occupations Code. 
(g) Unless specifically authorized by this chapter, the 
15 department [~Re eSHRsil] may not release data elements in a manner 
16 that will reveal the identity of a patient. The department 
17 [seHRsil] may not release data elements in a manner that will reveal 
18 the identity of a physician. 
19 (i) Notwithstanding any other law and except as provided by 
20 this section, the [seHRsil aRB ERe] department may not provide 
21 information made confidential by this section to any other agency 
22 of this state. 
23 (jl The executive commissioner [esaRsil] shall by ru1e[, 
24 nita tAe assistaRse af tAe as'Jis91;Y esmmittee \iRaeI See1;isR 
25 198.99~(~)(§),] develop and implement a mechanism to comply with 
26 Subsections (c) (1) and (2). 
27 (kl The department may disclose data collected under this 
• 
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1 chapter that is not included in public use data to any department or 
2 commission program if the disclosure is reviewed and approved by 
3 the institutional review board under Section 108.0135. 
4 (1) Confidential data collected under this chapter that is 
5 disclosed to a department or commission program remains subject to 
6 the confidentiality provisions of this chapter and other applicable 
7 law. The department shall identify the confidential data that is 
8 disclosed to a program under Subsection (k). The program shall 
9 maintain the confidentiality of the disclosed confidential data. 
10 (m) The following provisions do not apply to the disclosure 







( 1) Section 81.103; 
( 2) Sections 108.010 (g) and (h) ; 
(3) Sections 108.011 (e) and (f) ; 
( 4) Section 311.037; and 
( 5) Section 159.002 1 Occupat ions Code. 
(n) Nothing in this section authorizes the disclosure of 
18 physician identifying data. 
19 SECTION 7.05. Section 108.0135, Health and Safety Code, is 
20 amended to read as follows: 
21 Sec. 108.0135. INSTITUTIONAL [SCIEN~IFIC] REVIEW BOARD 
22 [PANEh] . (a) The department [ee~Reil] shall establish an 
23 institutional [a seieRtifie] review board [~aRel] to review and 
24 approve requests for access to data not contained in [iRfer~atieR 
25 etAer tAaR] public use data. The members of the institutional 
26 review board must [~aRel sAall] have experience and expertise in 





1 (b) To assist the institutional review board [paRel] in 
2 determining whether to approve a request for information, the 
3 executive commissioner [ee~Reil] shall adopt rules similar to the 
4 federal Centers for Medicare and Medicaid Services' [Healta Care 
5 FiRaReiRIj AaRliRistratieR's] guidelines on releasing data. 
6 (c) A request for information other than public use data 
7 must be made on the form prescribed [sreatea] by the department 
8 [ee~Rsil]. 
9 (d) Any approval to release information under this section 
10 must require that the confidentiality provisions of this chapter be 
11 maintained and that any subsequent use of the information conform 
12 to the confidentiality provisions of this chapter. 
13 SECTION 7.06. Chapter 108, Health and Safety Code, is 
14 amended by adding Section 108.0131 to read as follows: 
15 Sec. 108.0131. LIST OF PURCHASERS OR RECIPIENTS OF DATA. 
16 The department shall post on the department's Internet website a 
17 list of each entity that purchases or receives data collected under 
18 this chapter. 
19 SECTION 7.07. (a) If S.B. No. 156, Acts of the 82nd 
20 Legislature, Regular Session, 2011, does not become law, effective 
21 September 1, 2014, Subdivisions (5) and (18), Section 108.002, 
22 Section 108.0025, and Subsection (c), Section 108.009, Health and 
23 Safety Code, are repealed. 
24 (b) If S.B. No. 156, Acts of the 82nd Legislature, Regular 
25 Session, 2011, becomes law, effective September 1, 2014, 
26 Subdivision ( 18) , Section 108.002, Sect ion 108.0025, and 
27 Subsection (c), Section 108.009, Health and Safety Code, are 
o 
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1 repealed. 
2 ARTICLE 8. ADOPTION OF VACCINE PREVENTABLE DISEASES POLICY BY 
3 HEALTH CARE FACILITIES 
4 SECTION 8.01. The heading to Subtitle A, Title 4, Health and 
5 Safety Code, is amended to read as follows: 
6 SUBTITLE A. FINANCING, CONSTRUCTING, REGULATING, AND INSPECTING 
7 HEALTH FACILITIES 
8 SECTION 8.02. Subtitle A, Title 4, Health and Safety Code, 
9 is amended by a.dding Chapter 224 to read as follows: 





Sec. 224.001. DEFINITIONS. In this chapter: 
(1) "Covered individual" means: 
(A) an employee of the health care facility; 
(B) an individual providing direct patient care 
15 under a contract with a health care facility; or 
16 (C) an individual to whom a health care facility 
17 has granted pr ivileges to provide direct patient care. 
18 
19 
(2) "Health care facility" means: 
(A) a facility licensed under Subtitle B, 
20 including a hospital as defined by Section 241. 003; or 
21 (B) a hospital maintained or operated by this 
22 state. 
23 (3) "Regulatory authority" means a state agency that 
24 regulates a health care facility under this code. 
25 (4) "Vaccine preventable diseases" means the diseases 
26 included in the most current recommendations of the Advisory 
27 Committee on Immunization Practices of the Centers for Disease 
• 
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1 Control and Prevention. 
2 Sec. 224.002. VACCINE PREVENTABLE DISEASES POLICY 
3 REQUIRED. (a) Each health care facility shall develop and 
4 implement a policy to protect its patients from vaccine preventable 
5 diseases. 
6 (b) The po licy must: 
7 (1) require covered individuals to receive vaccines 
8 for the vaccine preventable diseases specified by the facility 
9 based on the level of risk the individual presents to patients by 
10 the individual's routine and direct exposure to patients; 
11 (2) specify the vaccines a covered individual is 
12 required to receive based on the level of risk the individual 
13 presents to patients by the individual's routine and direct 
14 exposure to patients; 
15 (3) include procedures for ver ifying whether a covered 
16 individual has complied with the policy; 
17 (4) include procedures for a covered individual to be 
18 exempt from the required vaccines for the medical conditions 
19 identified as contraindications or precautions by the Centers for 
20 Disease control and Prevention; 
21 (5) for a covered individual who is exempt from the 
22 required vaccines, include procedures the individual must follow to 
23 protect facility patients from exposure to disease, such as the use 
24 of protective medical equipment, such as gloves and masks, based on 
25 the level of risk the individual presents to patients by the 
26 individual's routine and direct exposure to patients; 




1 against a covered individual who is exempt from the required 
2 vaccines for the medical conditions identified as 
3 contraindications or precautions by the Centers for Disease Control 
4 and Prevention, except that required use of protective medical 
5 equipment, such as gloves and masks, may not be considered 
6 retal.iatory action for purposes of this subdivision; 
7 (7) require the health care facility to maintain a 
8 written or electronic record of each covered individual's 
9 compl.iance with or exemption from the policy; and 
10 (8) include disciplinary actions the health care 
11 facility is authorized to take against a covered individual who 
12 fails to comply with the policy. 
13 (c) The policy may include procedures for a covered 
14 individual to be exempt from the required vaccines based on reasons 
15 of conscience, including a religious belief. 
16 Sec. 224.003. DISASTER EXEMPTION. (a) In this section, 
17 "public health disaster" has the meaning assigned by Section 
18 81.003. 
19 (b) During a public health disaster, a health care facility 
20 may prohibit a covered individual who is exempt from the vaccines 
21 required in the policy developed by the facility under Section 
22 224.002 from having contact with facility patients. 
23 Sec. 224.004. DISCIPLINARY ACTION. A health care facility 
24 that violates this chapter is subject to an administrative or civil 
25 penalty in the same manner, and subject to the same procedures, as 
26 if the facility had violated a provision of this code that 
27 specifically governs the facility. 
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1 Sec. 224.005. RULES. The appropriate rulemaking authority 
2 for each regulatory author ity shall adopt rules necessary to 
3 implement this chapter. 
4 SECTION 8.03. Not later than June 1, 2012, a state agency 
5 that regulates a health care facility subject to Chapter 224, 
6 Health and Safety Code, as added by this Act, shall adopt the rules 
7 necessary to implement that chapter. 
8 SECTION 8.04. Notwithstanding Chapter 224, Health and 
9 Safety Code, as added by this Act, a health care facility subj ect to 
10 that chapter is not required to have a policy on vaccine preventable 
11 diseases in effect until September 1, 2012. 
12 ARTICLE 9. TEXAS EMERGENCY AND TRAUMA CARE EDUCATION 
13 PARTNERSHIP PROGRAM 
14 SECTION 9.01. Chapter 61, Education Code, is amended by 
15 adding Subchapter HH to read as follows: 
16 SUBCHAPTER HH. TEXAS EMERGENCY AND TRAUMA CARE EDUCATION 
17 PARTNERSHIP PROGRAM 
18 
19 
Sec. 61. 9801. DEFINITIONS. In this subchapter: 
(1 l "Emergency and trauma care education partnership" 
20 means a partner ship that: 
21 (Al consists of one or more hospitals in this 
22 state and one or more graduate professional nursing or graduate 
23 medical education programs in this state; and 
24 (Bl serves to increase training opportunities in 
25 emergency and trauma care for doctors and registered nurses at 
26 participating graduate medical education and graduate professional 
27 nursing programs. 
o 
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1 (2) "Participating education program" means a 
2 graduate professional nursing program as that term is defined by 
3 Section 54.221 or a graduate medical education program leading to 
4 board certification by the American Board of Medical Specialties 
5 that participates in an emergency and trauma care education 
6 partnership. 
7 Sec. 61.9802. PROGRAM: ESTABLISHMENT; ADMINISTRATION; 
8 PURPOSE. (a) The Texas emergency and trauma care education 
9 partnership program is established. 
10 (b) The board shall administer the program in accordance 
11 with this subchapter and rules adopted under this subchapter. 
12 (c) Under the program, to the extent funds are available 
13 under Section 61. 9805, the board shall make grants to emergency and 
14 trauma care education partnerships to assist those partnerships to 
15 meet the state's needs for doctors and registered nurses with 
16 training in emergency and trauma care by offering one-year or 
17 two-year fellowShips to students enrolled in graduate professional 
18 nursing or graduate medical education programs through 
19 collaboration between hospitals and graduate professional nursing 
20 or graduate medical education programs and the use of the existing 
21 expertise and facilities of those hospitals and programs. 
22 Sec. 61.9803. GRANTS: CONDITIONS; LIMITATIONS. (a) The 
23 board may make a grant under this subchapter to an emergency and 
24 trauma care education partnership only if the board determines 
25 that: 
26 (1) the partnership will meet applicable standards for 
27 instruction and student competency for each program offered by each 
• • 
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1 participating education progra~; 
2 (2) each participating education program will, as a 
3 result of the partnership, enroll in the education program a 
4 sufficient number of additional students as established by the 
5 board; 
6 (3) each hospital participating in an emergency and 
7 trauma care education partnership will provide to students enrolled 
8 in a participating education program clinical placements that: 
9 (Al allow the students to take part in providing 
10 or to observe, as appropriate, emergency and trauma care services 
11 offered by the hospital; and 
12 (B 1 meet the clinical education needs of the 
13 students; and 
14 (4) the partnership will satisfy any other requirement 
15 established by board rule. 
16 (bl A grant under this subchapter may be spent only on costs 
17 related to the development or operation of an emergency and trauma 
18 care education partnership that prepares a student to complete a 
19 graduate professional nursing program with a specialty focus on 
20 emergency and trauma care or earn board certification by the 
21 Amer ican Board of Medical Specialties. 
22 Sec. 61.9804. PRIORITY FOR FUNDING. In awarding a grant 
23 under this subchapter, the board shall give priority to an 
24 emergency and trauma care education partnership that submits a 
25 proposal that: 
26 (1) provides for collaborative educational models 
27 between one or more participating hospitals and one or more 
• • 
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1 participating education programs that have signed a memorandum of 
2 understanding or other written agreement under which the 
3 participants agree to comply with standards established by the 
4 board, including any standards the board may establish that: 
5 (Al provide for program management that offers a 
6 centralized decision-making process allowing for inclusion of each 
7 entity participating in the partnerShip; 
8 (Bl provide for access to clinical training 
9 positions for students in graduate professional nursing and 
10 graduate medical education programs that are not participating in 
11 the partnership; and 
12 (el specify the details of any requirement 
13 relating to a student in a participating education program being 
14 employed after graduation in a hospital participating in the 
15 partnership, including any details relating to the employment of 
16 students who do not complete the program, are not offered a position 
17 at the hospital, or choose to pursue other employment; 
18 
19 
(2) includes a demonstrable education model to: 
(Al increase the number of students enrolled in, 
20 the number of students graduating from, and the number of faculty 
21 employed by each participating education program; and 
22 (Bl improve student or resident retention in each 
23 participating education program; 
24 (3 1 indicates the availability of money to match a 
25 portion of the grant money, including matChing money or in-kind 
26 services approved by the board from a hospital, pr ivate or 
27 nonprofit entity, or institution of higher education; 
• • 
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1 (4) can be replicated by other emergency and trauma 
2 care education partnerships or other graduate professional nursing 
3 or graduate medical education programs; and 
4 (5) includes plans for sustainability of the 
5 partnership. 
6 Sec. 61.9805. GRANTS, GIFTS, AND DONATIONS. In addition to 
7 money appropriated by the legislature, the board may solicit, 
8 accept, and spend grants, gifts, and donations from any public or 
9 pr ivate source for the purposes of this subchapter. 
10 Sec. 61.9806. RULES. The board shall adopt rules for the 
11 administration of the Texas emergency and trauma care education 
12 partnership program. The rules must include: 
13 (1) provisions relating to applying for a grant under 
14 this subchapter; and 
15 (2) standards of accountability consistent with other 
16 graduate professional nursing and graduate medical education 
17 programs to be met by any emergency and trauma care education 
18 partnership awarded a grant under this subchapter. 
19 Sec. 61.9807. ADMINISTRATIVE COSTS. A reasonable amount, 
20 not to exceed three percent, of any money appropr iated for purposes 
21 of this subchapter may be used to pay the costs of administering 
22 this subchapter. 
23 SECTION 9.02. As soon as practicable after the effective 
24 date of this article, the Texas Higher Education Coordinating Board 
25 shall adopt rules for the implementation and administration of the 
26 Texas emergency and trauma care education partnership program 




1 added by this Act. The board may adopt the initial rules in the 
2 manner provided by law for emergency rules. 
3 ARTICLE 10. INSURER CONTRACTS REGARDING CERTAIN BENEFIT PLANS 
4 SECTION 10.01. Section 1301.006, Insurance Code, is amended 
5 to read as follows: 
6 Sec. 1301.006. AVAILABILITY OF AND ACCESSIBILITY TO HEALTH 
7 CARE SERVICES. (a) An insurer that markets a preferred provider 
8 benefit plan shall contract with physicians and health care 
9 providers to ensure that all medical and health care services and 
10 items contained in the package of benefits for which coverage is 
11 provided, including treatment of illnesses and injuries, will be 
12 provided under the health insurance policy in a manner ensuring 
13 availability of and accessibility to adequate personnel, specialty 
14 care, and facilities. 
15 (b) A contract between an insurer that markets a plan 
16 regulated under this chapter and an institutional provider may not, 
17 as a condition of staff membership or privileges, require a 
18 physician or other practitioner to enter into a preferred provider 
19 contract. 
20 ARTICLE 11. COVERED SERVICES OF CERTAIN HEALTH CARE PRACTITIONERS 
21 SECTION 11.01. Section 1451.109, Insurance Code, is amended 
22 to read as follows: 
23 Sec. 1451.109. SELECTION OF CHIROPRACTOR. (a) An insured 
24 may select a chiropractor to provide the medical or surgical 
25 services or procedures scheduled in the health insurance policy 
26 that are within the scope of the chiropractor I s license. 




1 services under a health insurance pOlicy and within the scope of the 
2 license of a chiropractor and one or more other type of 
3 practitioner, a health insurance policy issuer may not: 
4 {I} deny payment or reimbursement for physical 
5 modalities and procedures provided by a chiropractor if: 
6 {A} the chiropractor provides the modalities and 
7 procedures in str ict compliance with state law; and 
8 (B) the health insurance policy issuer allows 
9 payment or reimbursement for the same physical modalities and 
10 procedures performed by another type of practitioner that an 
11 insured may select under this subchapter; 
12 (2) make payment or reimbursement for particular 
13 covered physical modalities and procedures within the scope of a 
14 chiropractor's license contingent on treatment or examination by a 
15 practitioner that is not a chiropractor; or 
16 (3) establish other limitations on the provision of 
17 covered physical modalities and procedures that would prohibit an 
18 insured from seeking the covered physical modalities and procedures 
19 from a chiropractor to the same extent that the insured may obtain 
20 covered physical modalities and procedures from another type of 
21 practitioner. 
22 (c) Nothing in this section requires a health insurance 
23 policy issuer to cover particular services or affects the ability 
24 of a health insurance policy issuer to determine whether specific 
25 procedures for which payment or reimbursement is requested are 
26 medically necessary. 




1 (1) workers' compensation insurance coverage as 
2 defined by Section 401.011, Labor Code; 
3 (2) a self-insured employee welfare benefit plan 
4 subiect to the Employee Retirement Income Security Act of 1974 (29 
5 U.S.C. Section 1001 et seq.); 
6 (3) the child health plan program under Chapter 62, 
7 Health and Safety Code, or the health benefits plan for children 
8 under Chapter 63, Health and Safety Code; or 
9 (4) a Medicaid managed care program operated under 
10 Chapter 533, Government Code, or a Medicaid program operated under 
11 Chapter 32, Human Resources Code. 
12 SECTION 11.02. The changes in law made by this article to 
13 Section 1451.109, Insurance Code, apply only to a health insurance 
14 policy that is delivered, issued for delivery, or renewed on or 
15 after the effective date of this Act. A policy delivered, issued 
16 for delivery, or renewed before the effective date of this Act is 
17 governed by the law as it existed immediately before the effective 
18 date of this Act, and that law is continued in effect for that 
19 purpose. 
20 ARTICLE 12. INTERSTATE HEALTH CARE COMPACT 
21 SECTION 12.01. Title 15, Insurance Code, is amended by 
22 adding Chapter 5002 to read as follows: 
23 CHAPTER 5002. INTERSTATE HEALTH CARE COMPACT 
24 Sec. 5002.001. EXECUTION OF COMPACT. This state enacts the 
25 Interstate Health Care Compact and enters into the compact with all 
26 other states legally joining in the compact in substantially the 
27 following form: 
• • 
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1 Wnereas, the separation of powers, both between the branches of the 
2 Federal government and between Federal and State authority, is 
3 essential to the preservation of individual liberty; 
4 Whereas, the Constitution creates a Federal government of limited 
5 and enumerated powers, and reserves to the States or to the people 
6 those powers not granted to the Federal government; 
7 Whereas, the Federal government has enacted many laws that have 
8 preempted State laws with respect to Health Care, and placed 
9 increasing strain on State budgets, impairing other 
10 responsibilities such as education, infrastructure, and public 
11 safety; 
12 Wherea"s, the Member States seek to protect individual liberty and 
13 personal control over Health Care decisions, and believe the best 
14 method to achieve these ends is by vesting regulatory authority 
15 over Health Care in the States; 
16 Whereas, by acting in concert, the Member States may express and 
17 inspire confidence in the ability of each Member State to govern 
18 Health Care effectively; and 
19 Whereas, the Member States recognize that consent of Congress may 
20 be more easily secured if the Member States collectively seek 
21 consent throUgh an interstate compact; 
22 NOW THEREFORE, the Member States hereto resolve, and by the 
23 adoption into law under their respective State Constitutions of 
24 this Health Care Compact, agree, as follows: 
• • 
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1 Sec. 1. Definitions. As used in this Compact, unless the context 
2 clearly indicates otherwise: 
3 "Commission" means the Interstate Advisory Health Care Commission. 
4 "Effective Date" means the date upon which this Compact shall 
5 become effective for purposes of the operation of State and Federal 
6 law in a Member State, which shall be the later of: 
7 a) the date upon which this Compact shall be adopted 
8 under the laws of the Member State, and 
9 b) the date upon which this Compact receives the 
10 consent of Congress pursuant to Article I, Section 10, 
11 of the United States Constitution, after at least two 
12 Member States adopt this Compact. 
13 "Health Care" means care, services, supplies, or plans related to 
14 the health of an individual and includes but is not limited to: 
15 (a) preventive, diagnostic, therapeutic, rehabilitative, 
16 maintenance, or palliative care and counseling, service, 
17 assessment, or procedure with respect to the physical or mental 
18 condition or functional status of an individual or that affects the 
19 structure or function of the bOdy, and 
20 (b) sale or dispensing of a drug, device, equipment, or other item 
21 in accordance with a prescription, and 




1 care, services, or supplies related to the health of an individual, 
2 except any care, services, supplies, or plans provided by the 
3 United States Department of Defense and United States Department of 
4 Veterans Affairs, or provided to Native Americans. 
5 "Member State" means a State that is signatory to this Compact and 
6 has adopted it under the laws of that State. 
7 "Member State Base Funding Level" means a number equal to the total 
8 Federal spending on Health Care in the Member State during Federal 
9 fiscal year 2010. On or before the Effective Date, each Member 
10 State shall determine the Member State Base Funding Level for its 
11 State, and that number shall be binding upon that Member State. 
12 "Member State Current Year Funding Level" means the Member State 
13 Base Funding Level multiplied by the Member State Current Year 
14 Population Adjustment Factor multiplied by the Current Year 
15 Inflation Adjustment Factor. 
16 "Member State Current Year Population Adiustment Factor" means the 
17 average population of the Member State in the current year less the 
18 averaqe population of the Member State in Federal fiscal year 2010, 
19 divided by the averaqe population of the Member State in Federal 
20 fiscal year 2010, plus 1. Average population in a Member State 
21 shall be determined by the United States Census Bureau. 
22 "Current Year Inflation Adjustment Factor" means the Total Gross 
23 Domestic Product Deflator in the current year divided by the Total 




1 Gross Domestic Product Deflator shall be determined by the Bureau 
2 of Economic Analysis of the United States Department of Commerce. 
3 Sec. 2. Pledge. The Member States shall take joint and separate 
4 action to secure the consent of the United States Congress to this 
5 Compact in order to return the authority to regulate Health Care to 
6 the Member States consistent with the goals and principles 
7 articulated in this Compact. The Member States shall improve 
8 Health Care policy within their respective jur isdictions and 
9 according to the judgment and discretion of each Member State. 
10 Sec. 3. Legislative Power. The legislatures of the Member States 
11 have the primary responsibility to regulate Health Care in their 
12 respective States. 
13 Sec. 4. State Control. Each Member State, within its State, may 
14 suspend by legislation the operation of all federal laws, rules, 
15 regulations, and orders regarding Health Care that are inconsistent 
16 with the laws and regulations adopted by the Member State pursuant 
17 to this Compact. Federal and State laws, rules, regulations, and 
18 orders regarding Health Care will remain in effect unless a Member 
19 State expressly suspends them pursuant to its authority under this 
20 Compact. For any federal law, rule, regulation, or order that 
21 remains in effect in a Member State after the Effective Date, that 
22 Member State shall be responsible for the associated funding 
23 obligations in its State. 




1 (a) Each Federal fiscal year, each Member State shall have the 
2 right to Federal monies up to an amount egual to its Member State 
3 Current Year Funding Level for that Federal fiscal year, funded by 
4 Congress as mandatory spending and not subject to annual 
5 appropriation, to support the exercise of Member State authority 
6 under this Compact. This funding shall not be conditional on any 
7 action of or regulation, policy, law, or rule being adopted by the 
8 Member State. 
9 (b) By the start of each Federal fiscal year, Congress shall 
10 establish an initial Member State Current Year Funding Level for 
11 each Member State, based upon reasonable estimates. The final 
12 Member State Current Year Funding Level shall be calculated, and 
13 funding shall be reconciled by the United States Congress based 
14 upon information provided by each Member State and audited by the 
15 United States Government Accountability Off ice. 
16 Sec. 6. Interstate Advisory Health Care Commission. 
17 (a) The Interstate Advisory Health Care Commission is 
18 established. The Commission consists of members appointed by each 
19 Member State through a process to be determined by each Member 
20 State. A Member State may not appoint more than two members to the 
21 Commission and may withdraw membership from the Commission at any 
22 time. Each Commission member is entitled to one vote. The 
23 Commission shall not act unless a majority of the members are 
24 present, and no action shall be binding unless approved by a 






1 (b) The Commission may elect from among its membership a 
2 Chairperson. The Commission may adopt and publish bylaws and 
3 policies that are not inconsistent with this Compact. The 
4 Commission shall meet at least once a year, and may meet more 
5 freguently. 
6 (c) The Commission may study issues of Health Care regulation that 
7 are of particular concern to the Member States. The Commission may 
8 make non-binding recommendations to the Member States. The 
9 legislatures of the Member States may consider these 
10 recommendations in determining the appropriate Health Care 
11 policies in their respective States. 
12 (d) The Commission shall collect information and data to assist 
13 the Member States in their regulation of Health Care", including 
14 assessing the performance of var ious State Health Care programs and 
15 compiling information on the pr ices of Health Care. The commission 
16 shall make this information and data available to the legislatures 
17 of the Member States. Notwithstanding any other provision in this 
18 Compact, no Member State shall disclose to the Commission the 
19 health information of any individual, nor shall the Commission 
20 disclose the health information of any individual. 
21 (e) The Commission shall be funded by the Member States as agreed 
22 to by the Member States. The Commission shall have the 
23 responsibilities and duties as may be confeued upon it by 
24 subseguent action of the respective legislatures of the Member 




1 (fl The Commission shall not take any action within a Member State 
2 that contravenes any State law of that Member State. 
3 Sec. 7. Congressional Consent. This Compact shall be effective on 
4 its adoption by at least two Member States and consent of the United 
5 States Congress. This Compact shall be effective unless the United 
6 States Congress, in consenting to this Compact, alters the 
7 fundamental purposes of this Compact, which are: 
8 (al To secure the right of the Member States to regulate Health 
9 Care in their respective States pursuant to this Compact and to 
10 suspend the oper at ion of any conf lict ing f eder al laws, rules, 
11 regulations, and orders within their States; and 
12 (bl To secure Federal funding for Member States that choose to 
13 invoke their author ity under this Compact, as prescr ibed by Section 
14 5 above. 
15 Sec. 8. Amendments. The Member States, by unanimous agreement, 
16 may amend this Compact from time to time without the prior consent 
17 or approval of Congress and any amendment shall be effective 
18 unless, within one year, the Congress disapproves that amendment. 
19 Any State may join this Compact after the date on which Congress 
20 consents to the Compact by adoption into law under its State 
21 Constitution. 
22 Sec. 9. Withdrawal; Dissolution. Any Member State may withdraw 
23 from this Compact by adopting a law to that effect, but no such 
24 withdrawal shall take effect until six months after the Governor of 
• 
• • 
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1 the withdrawing Member State has given notice of the withdrawal to 
2 the other Member States. A withdrawing State shall be liable for 
3 any obligations that it may have incurred prior to the date on which 
4 its withdrawal becomes effective. This Compact shall be dissolved 
5 upon the withdrawal of all but one of the Member States. 
6 SECTION 12.02. This article takes effect immediately if 
7 this Act receives a vote of two-thirds of all the members elected to 
8 each house, as provided by Section 39, Article III, Texas 
9 Constitution. If this Act does not receive the vote necessary for 
10 immediate effect, this article takes effect on the 91st day after 
11 the last day of the legislative session. 
12 ARTICLE 13. MEDICAID PROGRAM AND ALTERNATE METHODS OF PROVIDING 
13 
14 
HEALTH SERVICES TO LOW-INCOME PERSONS 
SECTION 13.01. Subtitle I, Title 4, Government Code, is 
15 amended by adding Chapter 537 to read as follows: 
16 CHAPTER 537. MEDICAID REFORM WAIVER 
17 Sec. 537.001. DEFINITIONS. In this chapter: 
18 (1) "Commission" means the Health and Human Services 
19 Commission. 
20 (2) "Executive commissioner" means the executive 
21 commissioner of the Health and Human Services Commission. 
22 Sec. 537.002. FEDERAL AUTHORIZATION FOR MEDICAID REFORM. 
23 (a) The executive commissioner shall seek a waiver under Section 
24 1115 of the federal Social Security Act (42 U.S.C. Section 1315) to 
25 the state Medicaid plan. 
26 (b) The waiver under this section must be designed to 
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1 alternatives to the program: 
2 (1) provide flexibility to determine Medicaid 
3 eligibility categor ies and income levels; 
4 (2) provide flexibility to design Medicaid benefits 
5 that meet the demographic, public health, clinical, and cultural 
6 needs of this state or regions within this state; 
7 (3) encourage use of the private health benefits 
8 coverage market rather than public benefits systems; 
9 (4) encourage people who have access to private 
10 employer-based health benefits to obtain or maintain those 
11 benefits; 
12 (5) create a culture of shared financial 
13 responsibility, accountability, and participation in the Medicaid 
14 program by: 
15 (A) establishing and enforcing copayment 
16 reguirements similar to private sector principles for all 
17 eligibility groups; 
18 (8) promoting the use of health savings accounts 
19 to influence a culture of individual responsibility; and 
20 (e) promoting the use of vouchers for 
21 consumer-directed services in which consumers manage and pay for 
22 health-related services provided to them using program vouchers; 
23 (6) consolidate federal funding streams, including 
24 funds from the disproportionate share hospitals and upper payment 
25 limit supplemental payment programs and other federal Medicaid 
26 funds, to ensure the most effective and efficient use of those 
27 funding streams; 
u 
• • 
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1 (7) allow flexibility in the use of state funds used to 
2 obtain federal matching funds, including allowing the use of 
3 intergovernmental transfers, certified public expenditures, costs 
4 not otherwise matchable, or other funds and funding mechanisms to 
5 obtain federal matching funds; 
6 (8) empower individuals who are uninsured to acquire 
7 health benefits coverage through the promotion of cost-effective 
8 coverage models that provide access to affordable primary, 
9 preventive, and other health care on a sliding scale, with fees paid 
10 at the point of service; and 
11 (9) allow for the redesign of long-term care services 
12 and supports to increase access to patient-centered care in the 
13 most cost-effective manner. 
14 SECTION 13.02. (a) In this section: 
15 (1) "Commission" means the Health and Human Services 
16 Commission. 
17 (2) "FMAP" means the federal medical assistance 
18 percentage by which state expenditures under the Medicaid program 
19 are matched with federal funds. 
20 (3) "Illegal immigrant" means an individual who is not 
21 a citizen or national of the United States and who is unlawfully 
22 present in the United States. 
23 (4) "Medicaid program" means the medical assistance 
24 program under Chapter 32, Human Resources Code. 
25 (b) The commission shall actively pursue a modification to 
26 the formula prescribed by federal law for determining this state's 




1 for and is periodically adjusted to reflect changes in the 




(1) the total population; 
(2) the population growth rate; and 
(3) the percentage of the population with household 
6 incomes below the federal poverty level. 
7 (c) The commission shall pursue the modification as 
8 required by Subsection (b) of this section by providing to the Texas 
9 delegation to the United States Congress and the federal Centers 
10 for Medicare and Medicaid Services and other appropriate federal 
11 agencies data regarding the factors listed in that subsection and 
12 information indicating the effects of those factors on the Medicaid 
13 program that are unique to this state. 
14 (d) In addition to the modification to the FMAP described by 
15 Subsection (b) of this section, the commission shall make efforts 
16 to obtain additional federal Medicaid funding for Medicaid services 
17 required to be provided to illegal immigrants in this state. As 
18 part of that effort, the commission shall provide to the Texas 
19 delegation to the United States Congress and the federal Centers 
20 for Medicare and Medicaid Services and other appropriate federal 
21 agencies data regarding the costs to this state of providing those 
22 services. 
23 (e) This section expires September 1, 2013. 
24 SECTION 13.03. (a) The Medicaid Reform Waiver Legislative 
25 Oversight Committee is created to facilitate the reform waiver 
26 efforts with respect to Medicaid. 
27 (b) The committee is composed of eight members, as follows: 
• • 
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1 (1) four members of the senate, appointed by the 
2 lieutenant governor not later than October 1, 2011; and 
3 (2) four members of the house of representatives, 
4 appointed by the speaker of the house of representatives not later 
5 than October 1, 20ll. 
6 (c) A member of the committee serves at the pleasure of the 
7 appointing official. 
8 (d) The governor shall designate a member of the committee 
9 as the presiding officer. 
10 (e) A member of the committee may not receive compensation 
11 for serving on the committee but is entitled to reimbursement for 
12 travel expenses incurred by the member while conducting the 




(f) The committee shall: 
(1) facilitate the design and development of the 
17 Medicaid reform waiver required by Chapter 537, Government Code, as 
18 added by this article; 
19 (2) facilitate a smooth transition from existing 
20 Medicaid payment systems and benefit designs to a new model of 




(3) meet at the call of the presiding orficer; and 
(4) research, take public testimony, and issue reports 
25 requested by the lieutenant governor or speaker of the house of 
26 representatives. 
27 (g) The committee may request reports and other information 
• 
• • 
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1 from the Health and Human Services Commission. 
2 (h) The committee shall use existing staff of the senate, 
3 the house of representatives, and the Texas Legislative Council to 
4 assist the committee in performing its duties under this section. 
5 (i) Chapter 551, Government Code, applies to the committee. 
6 (j) The committee shall report to the lieutenant governor 
7 and speaker of the house of representatives not later than November 
8 15, 2012. The report must include: 
9 (1) identification of significant issues that impede 
10 the transition to a more effective Medicaid program; 
11 (2) the measures of effectiveness associated with 
12 changes to the Medicaid program; 
13 ( 3) the impact of Medicaid changes on safety net 
14 hospitals and other significant traditional providers; and 
15 
16 
(4) the impact on the uninsured in Texas. 
(k) This section expires September 1, 2013, and the 
17 committee is abolished on that date. 
18 SECTION 13.04. This article takes effect immediately if 
19 this Act receives a vote of two-thirds of all the members elected to 
20 each house, as provided by Section 39, Article III, Texas 
21 Constitution. If this Act does not receive the vote necessary for 
22 immediate effect, this article takes effect on the 9lst day after 
23 the last day of the legislative session. 
24 ARTICLE 14. AUTOLOGOUS STEM CELL BANK FOR RECIPIENTS OF BLOOD AND 
25 TISSUE COMPONENTS WHO ARE THE LIVE HUMAN DONORS OF THE ADULT STEM 
26 CELLS 





1 by adding Chapter 1003 to read as follows: 
2 CHAPTER 1003. AUTOLOGOUS STEM CELL BANK FOR RECIPIENTS OF BLOOD AND 
3 TISSUE COMPONENTS WHO ARE THE LIVE HUMAN DONORS OF THE ADULT STEM 
4 CELLS 
5 Sec. 1003.001. ESTABLISHMENT OF ADULT STEM CELL BANK. 
6 (a) If the executive commissioner of the Health and Human Services 
7 Commission determines that it will be cost-effective and increase 
8 the efficiency or quality of health care, health and human 
9 services, and health benefits programs in this state, the executive 
10 commissioner by rule shall establish eligibility criteria for the 
11 creation and operation of an autologous adult stem cell bank. 
12 (b) In adopting the rules under Subsection (a), the 
13 executive commissioner shall consider: 
14 (1) the ability of the applicant to establish, 
15 operate, and maintain an autologous adult stem cell bank and to 
16 provide related services; and 
17 (2) the demonstrated experience of the applicant in 
18 operating similar facilities in this state. 
19 (c) This section does not affect the application of or apply 
20 to Chapter 162. 
21 ARTICLE 15. STATE FUNDING FOR CERTAIN MEDICAL PROCEDURES 
22 SECTION 15.01. The heading to Subchapter M, Chapter 285, 
23 Health and Safety Code, is amended to read as follows: 
24 SUBCHAPTER M. REGULATION [P~9'lISI9Nl OF SERVICES 
25 SECTION 15.02. Subchapter M, Chapter 285, Health and Safety 
26 Code, is amended by adding Section 285.202 to read as follows: 
27 Sec. 285.202. USE OF TAX REVENUE FOR ABORTIONS; EXCEPTION 
• • 
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1 FOR MEDICAL EMERGENCY. (a) In this section, "medical emergency" 
2 means: 
3 (1) a condition exists that, in a physician's good 
4 faith clinical judgment, complicates the medical condition of the 
5 pregnant woman and necessitates the immediate abortion of her 
6 pregnancy to avert her death or to avoid a ser ious risk of 
7 substantial impairment of a major bodily function; or 
8 (2) the fetus has a severe fetal abnormality. 
9 (a-I) In Subsection (a), a "severe fetal abnormality" means 
10 a life threatening physical condition that, in reasonable medical 
11 judgment, regardless of the provision of life saving medical 
12 treatment, is incompatible with life outside the womb. 
13 (a-2) In Subsection (a-I), "reasonable medical judgment" 
14 means a medical judgment that would be made by a reasonably prudent 
15 physician, knowledgeable about the case and the treatment 
16 possibilities with respect to the medical conditions involved. 
17 (b) Except in the case of a medical emergency, a hospital 
18 district created under general or special law that uses tax revenue 
19 of the district to finance the performance of an abortion may not 
20 receive state funding. 
21 (c) A physician who performs an abortion in a medical 
22 emergency at a hospital or other health care facility owned or 
23 operated by a hospital district that receives state funds shall: 
24 (1) include in the patient's medical records a 
25 statement signed by the physician certifying the nature of the 
26 medical emergency; and 




1 abortion is performed, certify to the Department of State Health 
2 Services the specific medical condition that constituted the emerqency. 
3 (d) The statement required under Subsection (c)(l) shall be 
4 placed in the patient's medical records and shall be kept by the 
5 hospital or other health care facility where the abortion is 
6 performed until: 
7 (1) the seventh anniversary of the date the abortion 
8 is performed; or 
9 (2) if the preqnant woman is a minor, the later of: 
10 (A) the seventh anniversary of the date the 




(B) the woman's 21st birthday. 
ARTICLE 16. IMPLEMENTATION; EFFECTIVE DATE 
SECTION" 16.01. It is the intent of the legislature that the 
15 Health and Human Services Commission take any action the commission 
16 determines is necessary and appropriate, including expedited and 
17 emergency action, to ensure the timely implementation of the 
18 relevant provisions of this bill and the corresponding assumptions 
19 reflected in H.B. No.1, 82nd Legislature, Regular Session, 2011 
20 (General Appropriations Act), by September 1, 2011, or the 
21 effective date of this Act, whichever is later, including the 
22 adoption of administrative rules, the preparation and submission of 
23 any required waivers or state plan amendments, and the preparation 
24 and execution of any necessary contract changes or amendments. 
25 SECTION 16.02. Except as otherwise provided by this Act, 
26 this Act takes effect on the 91st day after the last day of the 
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